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May 24, 2017

TO: The Honorable Mayor and Members of the Borough Council

RE: Comprehensive Annual Financial Report for the Year Ended
December 31, 2016

The Comprehensive Annual Financial Report for the Borough of Freehold, County of
Monmouth, State of New Jersey, is hereby submitted herewith and includes financial statements
and supplemental schedules. 1 believe it is accurate in all material respects; that it is presented in
a manner designed to set forth fairly the financial position and results of operations of the
Borough of Freehold as measured by the financial activity of its various funds, and that all
disclosures necessary to enable the reader to gain maximum understanding of the Borough's
financial affairs have been included.

The Comprehensive Annual Financial Report is presented in four sections: Introductory,
Financial, Statistical and Auditor's Comments and Recommendations. The Introductory Section
includes this transmittal letter and a list of principal officials. The Financial Section includes the
annual financial statements and individual fund financial schedules as well as the Independent
Auditors' Report. The Statistical Section includes selected financial, economic and demographic
information, generally presented on a multi-year basis. Responsibility for completeness and
clarity of the report, including disclosures, rests with the Chief Financial Officer and, ultimately,
with the Mayor and Council.

The financial statements have been audited by Suplee, Clooney & Company, whose opinion is
expressed in the Financial Section. Please note that the Independent Auditors' Report is
unmodified and states that the financial statements are presented fairly in conformity with the
basis of accounting as prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey, except for the LOSAP Fund financial statements which
have not been audited.




The Single Audit Act of 1984, including all amendments thereto, U.S. Office of Management
and Budget Circular A-133, "Audits of State, Local Governments and Non-Profit Organizations"
and the New Jersey Office of Management and Budget Circular 04-04, "Single Audit Policy for
Recipients of Federal Grants, State Grants and State Aid" provide the requirements for
undergoing an annual single audit. The Borough did not meet the criteria for a single audit for
the year ended December 31, 2016.

During 2016, there were various capital projects that were completed by the Borough of
Freehold including the completion of Murray Street repaving. In 2016, the Borough was
awarded funding from the NJ Department of Transportation Municipal Aid Program for repairs
and improvements to Schiverea Avenue.

Emergency generators were installed during 2016 at the Water Treatment Plant, Birch Drive
Pump Station and the Firehouse. There were additional improvements to the Firehouse, which
included painting and power washing.

There was various capital equipment purchased in 2016 which included a thermo plastic striper,
a leaf machine, a lawn mower, a heavy duty pick up truck, a rototiller and trailer mounted traffic
attenuators. Improvements were also authorized to the Police impound lot and records storage.
Water and Sewer Utility Improvements included the Redevelopment of Well #4, along with the
purchase of a trailer, a traffic attenuator and a trench box.

As planned, the Borough of Freehold started implementation of its Borough wide water meter
replacement program in the summer of 2016 and has nearly completed the process of replacing
all water meters. The program will replace all water meters in the Borough with meters that are
guaranteed to have a 99.9% accuracy rate for at least 10 years. The system will be able to read
meters remotely throughout the Borough and have the capability of providing the Water
Department with live, up to date information on usage at any location. The new meters will also
be able to provide for usage history, leaks and excessive usage so that the Borough should be
able to notify residents and property owners of potential problems such as leaks in a timelier
manner.

The Borough continued to host annual community events such aé the Memorial Day parade,
Olde Freehold Day, St. Patrick’s Day parade, Spooktacular, Town wide yard sale, July 4™
fireworks and the Community Garden to mention a few.

The Borough completed a town wide County mandated revaluation of all properties during 2016
which will be implemented with the 2017 budget cycle for ratables.




Based upon 2016’s fiscal information contained in this report and information available to me,
along with my familiarity with Freehold Borough, it is not anticipated that the Borough will
experience any financial distress in 2017. The Borough continues to actively pursue various cost
saving avenues and revenue streams from alternative sources.

CASH MANAGEMENT

Bank balances are insured up to $250,000 in the aggregate by the Federal Deposit Insurance
Corporation for each bank. In addition, the State of New Jersey Governmental Unit Deposit
Protection Act ("GUDPA") insures the remaining balance of Funds on Deposit in registered
depositories.

The Borough invests all surplus funds for appropriate periods of time as determined by the Chief
Financial Officer. During 2016, idle funds were invested with Amboy Bank in an investment
account which offered a rate of 0.45% during 2016 which exceeded all other investment account
opportunities.

' ACCOUNTING AND BUDGET INFORMATION

Accounting:

The Borough maintains an on-line, real-time computerized accounting system to record all
financial transactions including tax and water-sewer receipts and billing, special assessments,
revenue, budget and general ledger, payroll and fixed assets.

In developing and evaluating the Borough's accounting system, consideration is given to the
adequacy of internal accounting controls. Internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding: (1) the safeguarding of assets against loss
from unauthorized use or disposition; and (2) the reliability of financial records for preparing
financial statements and maintaining accountability for assets. The concept of reasonable
assurance recognizes that (1) the cost of controls should not exceed the benefits expected to be
derived; and (2) the evaluation of costs and benefits requires estimates and judgment by
management,

During the calendar year, financial reports are prepared periodically and distributed to the Mayor
and Council, Business Administrator and department heads. The reports detail the monthly
transactions and summarize the balance in the appropriations allocated for goods and services.

Management of the Borough is responsible for establishing and maintaining an adequate internal
control structure.




Budget:

The Local Budget Law for the State of New Jersey requires every local unit to adopt an
operating budget in the form required by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey (the "Division"). Certain items of
revenue and appropriation are regulated by law and the proposed budget must be certified by the
Director of the Division (the "Director") prior to the final adoption. The Local Budget Law
requires each local unit to appropriate sufficient funds for the payment of current debt service,
and the Director is required to review the adequacy of such appropriations, unless a specific
amount is required by law. The review function, focusing on anticipated revenues, serves to
protect the solvency of all local units.

Section 5:30-4 of the New Jersey Administrative Code provides that every local unit that
proposes to spend $25,000 or more on capital equipment, construction or improvements must
prepare a Capital Budget. If the Borough's population exceeds 10,000 the Capital Improvement
Program shall include by title all projects anticipated for the Budget year and the five succeeding
years, with the estimated costs and the anticipated financing by sources and amounts. A six year
Capital Improvement Program was adopted as part of the 2016 Budget.

A Capital Budget section included with the Annual Budget does not in itself confer any
authorization to raise or expend funds. Rather, it is a document used as a part of the local unit's
planning and management program. Specific authorization to expend funds for purposes
described in the Capital Budget must be granted separately, through the adoption of a bond
ordinance, by appropriating funds from the Capital Improvement Fund, or other lawful means.

The Budget of the Borough is categorized into appropriations by function. Each appropriation
represents a service program or division within the Borough. Funds are appropriated to each of
the Budget lines by the Mayor and Council in accordance with procedures prescribed by the
State of New Jersey Local Budget Law.

Distinct appropriations are required for "Salaries and Wages" and for "Other Expenses". The
Borough delineates each appropriation into subaccounts by budget codes.

The Business Administrator and Chief Financial Officer monitor expenditures throughout the
fiscal year to ensure that spending remains within the amounts of funds authorized. Budget
modifications are processed in the last two months of the year to transfer funds from one area to
another as needed.




DEBT ADMINISTRATION

The authorized bonded indebtedness of municipalities in the State of New Jersey is limited by
statute to an amount equal to 3%:% of their equalized value. The equalized valuation basis of the
Borough is set by statute as the average for the last three years of the equalized value of all
taxable real property and improvements and certain railroad property within its boundaries as
annually determined by the State Board of Taxation.

The Borough has managed its debt well and has outstanding net debt of 9,020,255 which is equal
to 0.911% of its average equalized valuation basis of $990,083,807.

ACKNOWLEDGMENT

The preparation of this report on a timely basis could not have been accomplished without the
efficient and dedicated service of the entire staff of the Finance Department and I would like to
express my appreciation for their help and assistance in the preparation of the Borough's
Comprehensive Annual Financial Report.

Respectfully submitted,

Chief Financial Ofﬁ{ge
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WHERE THE REVENUE COMES FROM

FREEHOLD BOROUGH
2016 REVENUES

[]Surplus

= 1%
| Grants
d N 10%

[IState Revenues 5%
[ Canstruction Fees
1%
i Delinquent Faxes 8

B Vimicpal Tax

[VEnioomLibrary Tax

B No-Budget Revenue

ElSpedal Itens

2016 ANTICIPATED 2016 ACTUAL
TITLES REVENUES REVENUES
Surplus $ 1,425,244.00 1,425,244.00
Grants 147,726.61 147,726.61
State Revenues 1,250,916.00 1,250,916.00
Construction Fees 180,000.00 210,529.00
Delinquent Taxes 520,000.00 494,461.28
Local Revenues 1,434,257.00 1,628,837.34
Municipal Tax 9,705,784.46 9,709,689.23
Minimum Library Tax 328,768.00 328,768.00
Non-Budget Revenue - 206,689.07
Special Items 728,150.00 751,286.02
TOTALS" $ 15,720,846.07 $ 16,154,146.55



YOUR 2016 TAX RATE

2.655

FREEHOLD BOROUGH
MUNICIPAL TAX (.976)

B FREEHOLD REGIONAL
HIGH SCHOOL DISTRICT
TAX (.320)

O FREEHOLD BOROUGH
LOCAL SCHOOL TAX
(1.098)

0 MONMOUTH COUNTY
TAX-DETERMINED BY BD.
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FREEHOLDERS (.261)
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11141.36% l
0 9.83% I
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HOW YOUR 2016 MUNICIPAL TAX DOLLARS WERE SPENT

YOUR MUNICIPAL TAX DOLLARS*

$2,413.31
PUBLIC SAFETY 28% $675.73
PUBLIC WORKS 10% 241.33
INS., PENSION & SOC. SEC. 24% 579.19
GENERAL GOVERNMENT*#* 18% 434.40
DEBT SVCE. & CAPITAL IMPR. 10% 241.33
LIBRARY, HEALTH & REC. 3% 72.40
OTHER 7% 168.93
TOTAL: 100% $2,413.31

*BASED ON AN AVERAGE ASSESSMENT OF $247,265.
**INCLUDES LAND USE ADMINISTRATION, CODE ENFORCEMENT, UTILITY EXPENSE
& BULK PURCHASES, LANDFILL/SOLID WASTE DISPOSAL AND MUNICIPAL COURT

PUBLIC SAFETY

B PUBLIC WORKS

[JINS., PENSION & SOC.
SEC.

OGENERAL GOV'T

EDEBT SVCE & CAPITAL
IMPR.

E LIBRARY, HLTH,
WELFARE, REC.

B OTHER
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SuPLEE, CLOONEY & CoMPANY

CERTIFIED PUBLIC ACCOUNTANTS

308 East Broad Street, Westfield, New Jersey 07090-2122

Telephone 908-789-9300 Fax 908-789-8535
E-mail info@scnco.com

INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and Members
of the Borough Council

Borough of Freehold

County of Monmouth

Freehold, New Jersey 07728

Report on the Financial Statements

We have audited the accompanying General Purpose Financial Statements of the
Borough of Freehold, as of December 31, 2016 and 2015, and the related notes to the financial
statements, which collectively comprise the Borough's statutory financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the statutory basis of accounting prescribed by the Division of
Local Government Services, Department of Community Affairs, State of New Jersey.
Management is also responsible for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free from
material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these statutory financial statements based
on our audit. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America, the audit requirements prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey (the “Division”),
and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroiler General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

-12-




SuPLEE, CLoONEY & COMPANY

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the statutory financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’'s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the statutory financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Basis for Adverse Opinion on U.S Generally Accepted Accounting Principles

As described in Note 1 of the statutory financial statements, the statutory financial
statements are prepared by the Borough of Freehold on the basis of the financial reporting
provisions permitted by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey, which is a basis of accounting other than accounting principles
generally accepted in the United States of America, to meet the requirements of New Jersey.

The effects on the financial statements of the variances between the statutory basis of
accounting described in Note 1 and accounting principles generally accepted in the United
States of America, although not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for
Adverse Opinion on U.8 Generally Accepted Accounting Principles” paragraph, the financial
statements referred to above do not present fairly, in accordance with accounting principles
generally accepted in the United States of America, the financial position of the various
individual funds and account group of the Borough of Freehold as of December 31, 2016 and
2015, or the results of its operations and changes in fund balance for the years then ended of
the revenues or expenditures for the year ended December 31, 2016.

Basis for Qualified Opinion on Statutory Basis of Accounting

The financial activities of the Length of Service Award Program (LOSAP) are presented
in the financial statements of the Borough's Trust Fund. These financial statements of the
LOSAP have not been audited and were not required to be in accordance with the regulations of
the Division of Local Government Services, Department of Community Affairs, State of New
Jersey.

Opinion on Statutory Basis of Accounting

fn our opinion, except for the effects of such adjustments, if any, that might have been
necessary had the LOSAP Fund Financial Statements been audited, the statutory financial
statements referred to above present fairly, in all material respects, the statutory basis balances
sheets of the various individual funds and account group as of December 31, 2016 and 2015,
the statutory basis statement of operations and changes in fund balance for the years then
ended and the statutory basis statement of revenues and expenditures and changes in fund
balance for the year ended December 31, 2016 in accordance with the basis of financial
reporting prescribed by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey as described in Note 1.

-13 -




SuPrLEE, CLOONEY & COMPANY

Other Matters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Borough of Freehold's statutory financial statements. The
Combining and Individual Fund and Account Group Statements, supplementary information and
data listed in the table of contents as required by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey are presented for purposes of additional
analysis and are not a required part of the statutory financial statements.

The Combining and Individual Fund and Account Group Statements, supplemental
information and schedules listed above and also listed in the table of contents are the
responsibility of management and were derived from and relates directly to the underlying
accounting and other records used to prepare the statutory financial statements. Such
information except for those portions marked unaudited, have been subjected to the auditing
procedures applied in the audit of the statutory financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the statutory financial statements or to the
statutory financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
supplemental information listed and data in the table of contents, are fairly stated, in all material
respects, in relation to the statutory financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report
dated June 15, 2017 on our consideration of the Borough of Freehold’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Borough of Freehold’s internal control over

financial reporting and compliance.

CERTIFIED PUBLIC ACCOUNTANTS '/

Holt oY

June 15, 2017 REGISTERED MUNICIPAL ACCOUNTANT NO. 439

-14 -




SuPLEE, CLOONEY & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
308 East Broad Street, Westfield, New Jersey 07090-2122
Telephone 908-789-9300 Fax 908-789-8535

E-mail info@scnco.com

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and Members
of the Borough Council

Borough of Freehold

County of Monmouth

Freehold, New Jersey 07728

We have audited, in accordance with the auditing standards generally accepted in the
United States of America, the audit requirements prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey and the
standards applicable to financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States, the statutory financial statements of the various
individual funds and the account group of the Borough of Freehold, as of and for the year ended
December 31, 2016, and the related notes to the financial statements, which collectively
comprise the Borough's statutory financial statements, and have issued our report thereon
dated June 15, 2017. Our report disclosed that, as described in Note 1 to the financial
statements, the Borough of Freehold prepares its financial statements on a basis of accounting
prescribed by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey, that demonstrates compliance with a modified accrual basis and the
budget laws of the State of New Jersey, which is a comprehensive basis of accounting other
than U.S. generally accepted accounting principles.

Internal Control Over Financial Reporting

In planning and performing our audit of the statutory financial statements, we considered
the Borough’s control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions
on the financial statements but not for the purpose of expressing an opinion on the effectiveness
of the Borough's internal control. Accordingly, we do not express an opinion on the
effectiveness of Borough's internal control.

-15-



SUPLEE, CLOONEY & COMPANY

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions,
to prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the Borough of Freehold’s financial statements will not
be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control that
might be material weaknesses or significant deficiencies. Given these limitations, during our
audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Borough's financial
statements are free from material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards. However, we noted other instances of noncompliance
which are discussed in Part lll, Comments and Recommendations Section of this report.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Borough of Freehold's internal control or on compliance. This report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering the Borough of Freehold’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

)5«4. oy O

CERTIFIED PUBLIC ACCOUNTANTS

Poia L _ON

REGISTERED MUNICIPAL ACCOUNTANT NO. 439

June 15, 2017
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NOTES TO THE FINANCIAL STATEMENTS




Note 1.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31,2016 AND 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of Financial Reporting Entity - The Borough of Freehold (the

“Borough”) is located in the western part of Monmouth County in the north
central part of New Jersey. It is wholly surrounded by Freehold Township and its
neighboring communities include Colts Neck, Marlboro and Manalapan
Township.

The Borough of Freehold operates under the Borough form of government. The
governing body consists of a Mayor and six Council members. All action is
passed by a majority or, when required, a 2/3 vote of Council. The Mayor votes
only in the event of a tie. The Mayor has veto power over all ordinances passed
by the Borough Council. This veto can be overridden by a two-thirds (2/3) vote
of the Council.

. Description of Funds - The Governmental Accounting Standards Board (GASB)

is the recognized standard setting body for establishing governmental accounting
and financial reporting principles. The GASB establishes seven fund types and
two account groups to be used by governmental units when reporting financial
position and results of operations in accordance with generally accepted
accounting principles (GAAP.)

The accounting policies of the Borough conform to the accounting principles
applicable to municipalities that have been prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey.
Such principles and practices are designed primarily for determining compliance
with legal provisions and budgetary restrictions and as a means of reporting on
the stewardship of public officials with respect to public funds. Under this
method of accounting, the Borough accounts for its financial transactions through
the following separate funds that differ from the fund structure required by
generally accepted accounting principles.

Current Fund - Encompasses resources and expenditures for basic
governmental operations. Fiscal activity of Federal and State grant programs
are reflected in a segregated section of the Current Fund.

Trust Fund - The records of receipts, disbursement and custodianship of
monies in accordance with the purpose for which each reserve was created are
maintained in Trust Funds. These include the Animal Control Trust Fund and
Trust Other Fund.
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Note 1.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31,2016 AND 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Description of Funds (Continued)

General Capital Fund - The receipts and expenditure records for the

acquisition of general infrastructure and other capital facilities, other than
those acquired in the Current Fund, are maintained in this Fund, as well as
related long-term debt accounts.

Water-Sewer Utility Operating Fund and Capital Fund — The Water-Sewer
Utility maintains an Operating Fund and Capital Fund which reflect revenue,
expenditures, stewardship, acquisitions of utility infrastructure and other
capital facilities, debt service, long-term debt and other related activity.

Payroll Trust Fund - Net salaries, certain payroll deductions and social
security contributions of municipal and utility operations are deposited into
bank accounts of the Payroll Fund. Other deductions are retained by the
operating funds and paid directly therefrom. A Payroll Fund does not exist
under GAAP.

Fixed Asset Group of Accounts - These accounts reflect estimated valuations
of land, buildings and certain moveable fixed assets of the Borough as
discussed under the caption of "Basis of Accounting".

C. Basis of Accounting - The accounting principles and practices prescribed for

municipalities by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey, differ in certain respects from
accounting principles generally accepted in the United States of America. The
accounting system is maintained on the modified accrual basis with certain
exceptions. Significant accounting policies in New Jersey are summarized as
follows:
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Note 1.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Property Taxes and Other Revenue - Property Taxes and other revenue are
realized when collected in cash or approved by regulation for accrual from
certain sources of the State of New Jersey and the Federal Government.
Accruals of taxes and other revenue are otherwise deferred as to realization by
the establishment of offsetting reserve accounts. GAAP requires such revenue
to be recognized in the accounting period when they become susceptible to
accrual, reduced by an allowance for doubtful accounts.

Grant Revenue - Federal and State grants, entitlements or shared revenue
received for purposes normally financed through the Current Fund are
recognized when anticipated in the Borough's budget. GAAP requires such
revenue to be recognized in the accounting period when they become
susceptible to accrual.

Expenditures - Expenditures for general and utility operations are generally
recorded on the accrual basis. Unexpended appropriation balances, except for
amounts that may have been canceled by the governing body or by statutory
regulation, are automatically recorded as liabilities at December 31 of each
year, under the title of "Appropriation Reserves".

Grant appropriations are charged upon budget adoption to create spending
reserves.

Budgeted transfers to the Capital Improvement Fund are recorded as
expenditures to the extent permitted by law.

Expenditures from Trust and Capital Funds are recorded upon occurrence and
charged to accounts statutorily established for specific purposes.

Budget Appropriations for interest on General Capital Long-Term Debt is
raised on the cash basis and is not accrued on the records; interest on Utility
Debt is raised on the accrual basis and so recorded.

GAAP requires expenditures to be recognized in the accounting period in

which the fund liability is incurred, if measurable, except for unmatured
interest on general long-term debt, which should be recognized when due.
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Note 1.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Reserve for Encumbrances - All local units are required by N.J.A.C. 5:30-5.2,
as promulgated by the Division of Local Government Services, to maintain an
encumbrance accounting system. The directive states that contractual orders
outstanding at December 31 are reported as expenditures through the
establishment of an encumbrance payable. Encumbrances do not constitute
expenditures under GAAP.

Appropriation Reserves - Appropriation reserves are available, until lapsed at
the close of the succeeding year, to meet specific claims, commitments or
contracts incurred during the preceding year. Lapsed appropriation reserves
are recorded as additions to income. Appropriation reserves do not exist
under GAAP.

Compensated Absences - Expenditures relating to obligations for unused
vested accumulated sick, vacation and compensatory pay are not recorded
until paid. GAAP requires that the amount that would normally be liquidated
with expendable available financial resources be recorded as an expenditure in
the operating funds and the remaining obligations be recorded as a long-term
obligation.

Property Acquired for Taxes - Property Acquired for Taxes (Foreclosed
Property) is recorded in the Current Fund at the assessed valuation during the
year when such property was acquired by deed or foreclosure and is offset by
a corresponding reserve account. GAAP requires such property to be
recorded in the general fixed assets account group at market value on the date
of acquisition.

Interfund Accounts Receivable - Interfund Accounts Receivable in the
Current Fund are generally recorded with offsetting reserves that are
established by charges to operations. Collections are recognized as income in
the year that the receivables are realized. Interfund Accounts Receivable of
all other funds are recorded as accrued and are not offset with reserve
accounts. Interfund Accounts Receivable of one fund are offset with
Interfund Accounts Payable of the opposite fund. GAAP does not require the
establishment of an offsetting reserve.
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Note 1.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Inventories of Supplies - Materials and supplies purchased by all funds are
recorded as expenditures.

An annual inventory of materials and supplies for the Water-Sewer Utility is
required, by regulation, to be prepared by Borough personnel for inclusion on
the Water-Sewer Utility Operating Fund balance sheet. Annual changes in
valuations, offset with a Reserve Account, are not considered as affecting
results of operations. Materials and supplies of other funds are not
inventoried nor included on their respective balance sheets.

Fixed Assets

General - In accordance with NJ.A.C. 5:30-5.6, Accounting for
Governmental Fixed Assets, as promulgated by the Division of Local
Government Services, which differs in certain respects from GAAP, the
Borough has developed a fixed asset accounting and reporting system.

GAAP requires that fixed assets be capitalized at historical or estimated
historical cost if actual historical cost is not available. Depreciation on utility
fixed assets should also be recorded.

Fixed assets used in governmental operations (general fixed assets) are
accounted for in the General Fixed Asset Account Group. Public domain
("infrastructure") general fixed assets consisting of certain improvements
other than buildings, such as roads, bridges, curbs and gutters, streets and
sidewalks and drainage systems are not capitalized.

Acquisition of land, buildings, machinery, equipment and other capital assets
are recorded on a perpetual fixed asset record.

General fixed assets are defined as nonexpendable personal property having a

physical existence, a useful life of more than one year and an acquisition cost
of $5,000.00 or greater, per unit,
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Note 1.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Fixed Assets (Continued)

General (Continued)

Vehicles, furniture, equipment and other items are reflected at replacement
values at time of inventory preparation. Additions to the established fixed
assets are valued at cost.

Depreciation of assets is not recorded as an operating expense of the
Borough.

Utilities - Capital acquisitions, including utility infrastructure costs of the
Water-Sewer Ultility, are recorded at cost upon purchase or project
completion in the Fixed Capital account of the utilities. The Fixed Capital
Accounts are adjusted for dispositions or abandonments. The accounts
include moveable fixed assets of the Utility but are not specifically
identified and are not duplicated in the Fixed Asset Group of Accounts.

Utility improvements that may have been constructed by developers are
not recorded as additions to Fixed Capital.

Fixed Capital of the Utility is offset by accumulations in Amortization
Reserve Accounts. The accumulations represent costs of fixed assets
purchased with budgeted funds or acquired by gift as well as grants, developer
contributions or liquidations of related bonded debt and other liabilities
incurred upon fixed asset acquisition.

The Fixed Capital Accounts reflected herein are recorded in the records of the
municipality and do not necessarily reflect the true condition of such Fixed
Capital. The records consist of a control account only. Detailed records are
not maintained.
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

Compensated Absences - Expenditures relating to obligations for unused
vested accumulated vacation and sick pay are not recorded until paid. GAAP
requires that the amount that would normally be liquidated with expendable
available financial resources be recorded as an expenditure in the operating
funds and the remaining obligations be recorded as long-term obligation.

Total Columns on Combined Statements - Total columns are captioned
"memorandum only" to indicate that they are presented only to facilitate
financial analysis. Data in these columns do not present financial position,
results of operations, or changes in financial position in conformity with
generally accepted accounting principles. Neither is such data comparable to
a consolidation. Interfund eliminations have not been made in the aggregation
of this data.

Accounting and Financial Reporting for Pensions - The Governmental
Accounting Standards Board (GASB) approved Statement No. 68 Accounting
and financial reporting for pensions administered by state and local
government employers. This Statement improves accounting and financial
reporting by state and local governments for pensions. It also improves
information provided by state and local government employers about financial
support for pensions that is provided by other entities. This Statement results
from a comprehensive review of the effectiveness of existing standards of
accounting and financial reporting for pensions with regard to providing
decision useful information, supporting assessments of accountability and
interperiod equity, and creating additional transparency. This Statement
replaces the requirement of Statement No. 27, Accounting for Pension by
State and Local Governmental Employers, as well as the requirements of
Statement No. 50, Pension Disclosures, as they relate to pensions that are
provided through pension plans administered as trusts or equivalent
arrangements that meet certain criteria. The requirements of Statements 27
and 50 remain applicable for pensions that are not covered by the scope of this
Statement, This statement is effective for periods beginning after June 15,
2014.
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BOROUGH OF FREEHOLD

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2016 and 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Basis of Accounting (Continued)

Accounting and Financial Reporting for Pensions (Continued)

GASB Statement 71, Pension Transition for Contributions made Subsequent
to the Measurement Date- as an amendment to GASB No. 68. To address an
issue regarding application of the transition provisions of Statement No. 68,
Accounting and Financial Reporting for Pensions. The issue relates to
amounts associated with contributions, if any, made by a state or local
government employer or non-employer contributing entity to a defined benefit
pension plan after the measurement date of the government's beginning net
pension liability.

Statement 68 requires a state or local government employer (or non-employer
contributing entity in a special funding situation) to recognize a net pension
liability measured as of a date (the measurement date) no earlier than the end
of its prior fiscal year. If a state or local government employer or non-
employer contributing entity makes a contribution to a defined benefit pension
plan between the measurement date of the reported net pension liability and
the end of the government's reporting period, Statement 68 requires that the
government recognize its contribution as a deferred outflow of resources.

In addition, Statement 68 requires recognition of deferred outflows of
resources and deferred inflows of resources for changes in the net pension
liability of a state or local government employer or nonemployer contributing
entity that arise from other types of events.

At transition to Statement 68, if it is not practical for an employer or
nonemployer contributing entity to determine the amounts of all deferred
outflows of resources and deferred inflows of resources related to pensions,
paragraph 137 of Statement 68 required that beginning balances for deferred
outflows of resources and deferred inflows of resources not be reported.
Consequently, if it is not practical to determine the amounts of all deferred
outflows of resources and deferred inflows of resources related to pensions,
contributions made after the measurement date of the beginning net pension
liability could not have been reported as deferred outflows of resources at
transition. This could have resulted in a significant understatement of an
employer or nonemployer contributing entity's beginning net position and
expense in the initial period of implementation.
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YEARS ENDED DECEMBER 31, 2016 and 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Basis of Accounting (Continued)

Accounting and Financial Reporting for Pensions (Continued)

This Statement amends paragraph 137 of Statement 68 to require that, at
transition, a government recognize a beginning deferred outflow of resources
for its pension contributions, if any, made subsequent to the measurement date
of the beginning net pension liability. Statement 68, as amended, continues to
require that beginning balances for other deferred outflows of resources and
deferred inflows of resources related to pensions be reported at transition only
if it is practical to determine all such amounts.

Under GAAP, municipalities are required to recognize the pension liability in
Statements of Revenues, Expenses, Changes in Net Assets (balance sheets)
and Notes to the Financial Statements in accordance with GASB 68. The
liability required to be displayed by GASB 68 is displayed as a separate line
item in the Unrestricted Net Assets area of the balance sheet.

New Jersey’s municipalities and counties do not follow GAAP accounting
principles and, as such, do not follow GASB requirements with respect to
recording the net pension liability as a liability on their balance sheets.
However, N.J.A.C.5:30 6.1(c)(2) requires municipalities to disclose GASB 68
information in the Notes to the Financial Statements. The disclosure must
meet the requirements of GASB 68.

D. Basic Financial Statements - The GASB Codification also defines the financial

statements of a governmental unit to be presented in the general purpose financial
statements to be in accordance with GAAP. The Borough presents the financial
statements listed in the table of contents which are required by the Division and
which differ from the financial statements required by GAAP.
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

Note 2.  DEPOSITS AND INVESTMENTS

A. Deposits

The Borough’s deposits are insured through either the Federal Deposit Insurance
Corporation (FDIC) or New Jersey’s Governmental Unit Deposit Protection Act
(GUDPA). The New Jersey Governmental Unit Deposit Protection Act requires
all banks doing business in the State of New Jersey to maintain additional
collateral in the amount of 5% of the average public deposits and to deposit these
amounts with the Federal Reserve Bank for all deposits not covered by the FDIC.

Bank balances are insured up to $250,000.00 in aggregate by the FDIC for each
bank. At December 31, 2016 and 2015, the book value of the Borough’s deposits
were $12,456,180.63 and $13,521,526.20, respectively and bank balances of the
Borough’s deposits amounted to $13,096,598.03 and $13,570,229.30,
respectively. The Borough’s deposits which are displayed on the various fund
balance sheets as “cash and cash equivalents” are categorized as follows:

Bank Balance

December 31,
Depository Account 2016 2015
Insured $ 500,000.00 $ 500,000.00
Uninsured and Collateralized 12,596,5698.03 13,070,229.30

$ 13,096,598.03 $ 13,570,229.30

Custodial Credit Risk - Deposits — Custodial credit risk is the risk that in the event of
a bank failure, the government’s deposits may not be returned to it. The Borough
does not have a formal policy for custodial risk. As of December 31, 2016 and 2015,
the Borough’s bank balance of $12,596,598.03 and $13,070,229.30, respectively was
exposed to custodial credit risk as follows:

2016 2015
Uninsured and Collateralized:
Collateral held by pledging financial
institution's trust department not in
the Borough's name $ 12,596,598.03 $ 13,070,229.30

$ 12,596,598.03 $ 13,070,229.30

-31 -



Note 2.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

DEPOSITS AND INVESTMENTS (CONTINUED)

B. Investments

The Borough is permitted to invest public funds in accordance with the types of
securities authorized by N.J.S.A. 40A:5-15.1. Investments include bonds or other
obligations of the United States or obligations guaranteed by the United States of
America, Government Money Market Mutual Funds, bonds or other obligations
of the Borough or bonds or other obligations of the school districts which are a
part of the Borough or school districts located within the Borough, Local
Government investment pools, and agreements for the repurchase of fully
collateralized securities, if transacted in accordance with N.J.S.A. 40A:5-15.1 (8a-
8¢). In addition, the Borough is permitted to invest LOSAP Funds with the types
of eligible investments authorized in N.J.A.C. 5:30-14.19. LOSAP investments
include interest bearing account or securities, in which savings banks of New
Jersey are authorized to invest their funds, New Jersey Cash Management Fund,
fixed and variable individual or group annuity contracts, mutual fund shares or
fixed or variable life insurance contracts.

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will
adversely affect the fair value of an investment. The Borough does not have a
formal investment policy that limits investment maturities as a means of managing
its exposure; however, investments are matched with anticipated cash flows to
minimize interest rate risk.

Credit Risk: Credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations. The Borough limits its credit risk by
investing in direct obligations of the United States government, its agencies or
instrumentalities secured by the full faith and credit of the government of the United
States. U.S. government securities carry an underlying rating of AAA by Standard
and Poor’s and AAA by Moody’s Investors Service. The investments in federal
agency discount notes carry the highest available rating by Standard & Poor’s. The
Borough has no policy on credit risk; however, investments are limited to securities
guaranteed by the U.S. Government.

Concentration of Credit Risk: The Borough places no limit on the amount that may
be invested in any one issuer. 100% of the Borough’s investments are in obligations
of the United States or its agencies or instrumentalities.
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BOROUGH OF FREEHOLD
NOTES TOQ FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

TAXES AND TAX TITLE LIENS RECEIVABLE

Property assessments are determined on true values and taxes are assessed based upon
these values. The residential tax bill includes the levies for the Borough, County and
Schools purposes. Certified adopted budgets are submitted to the County Board of
Taxation by each taxing district. The tax rate is determined by the Board upon the
filing of these budgets.

The tax bills are mailed by the Tax Collector annually in June and are payable in four
quarterly installments due the first of August and November of the current year and a
preliminary billing due the first of February and May of the subsequent year. The
August and November billings represent the third and fourth quarter installments and
are calculated by taking the total year tax levy less the preliminary first and second
quarter installments due February and May. The preliminary levy is based on one-
half of the current year's total tax.

Tax installments not paid by the above due dates are subject to interest penalties
determined by a resolution of the governing body. The rate of interest in accordance
with the aforementioned resolution is 8% per annum on the first $1,500.00 of
delinquency and 18% on any delinquency in excess of $1,500.00. The resolution also
sets a grace period of ten days before interest is calculated. In addition, any
delinquency in excess of $10,000.00 at the end of the calendar year is subject to a 6%
penalty on the unpaid balance. Taxes unpaid on the 11th day of the eleventh month
in the fiscal year when the taxes became in arrears are subject to the tax sale
provisions of the New Jersey statutes. The municipality may institute in rem
foreclosure proceedings after six months from the date of the sale if the lien has not
been redeemed. The following is a five-year comparison of certain statistical
information relative to property taxes and property tax collections for the current and
previous four years.
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

Note 3. TAXES AND TAX TITLE LIENS RECEIVABLE (CONTINUED)

Comparative Schedule of Tax Rates

2016 2015 2014 2013 2012
Tax Rate $ 2655 $2534 $2419 $ 2343 $ 2.326
Apportionment of Tax Rate:
Municipal 0.944 0.913 0.875 0.851 0.814
Municipal Library 0.032 0.031 0.031 0.032 0.036
County 0.261 0.263 0.269 0.277 0.293
Local School 1.098 1.032 0.933 0.862 0.842
Regional High School 0.320 0.295 0.311 0.321 0.341
Assessed Valuations
Year Amount
2016 $ 1,027,825,600
2015 1,029,213,400
2014 1,050,551,700
2013 1,062,376,800
2012 1,066,853,700
Comparison of Tax Levies and Collections
Percentage
Year Tax Levy Collections of Collections
2016  §$ 27,564,905.51 26,750,028.93 97.04%
2015 26,373,749.98 25,797,936.07 97.81%
2014 25,699.245.09 25,076,602.83 97.57%
2013 25,187,171.19 24,415,920.83 96.93%
2012 25,088,345.58 24,363,083.32 97.11%
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BOROUGH OF FREEHOLD

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2016 and 2015

Note 3. TAXES AND TAX TITLE LIENS RECEIVABLE (CONTINUED)
Delinquent Taxes and Tax Title Liens
Tax Delinquent Total Percentage
Title Liens Taxes Delinquent of Tax Levy
$ 76,304.12 $ 753,216.84 § 829,520.96 3.01%
58,773.29 516,772.84 575,546.13 2.18%
50,803.98 585,195.88 635,999.86 2.46%
43,178.18 622,234.37 665,412.55 2.63%
35,783.65 611,242.61 647,026.26 2.57T%
Note 4.  PROPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION
The value of property acquired by liquidation of tax title liens on December 31, on
the basis of the last assessed valuation of such properties, was as follows:
Year Amount
2016 $ 156,300.00
2015 156,300.00
2014 156,300.00
2013 156,300.00
2012 156,300.00
Note 5 WATER-SEWER CONSUMER ACCOUNTS RECEIVABLE

The Borough of Freehold maintains a utility fund for the billing and collection of
water-sewer rents. The Borough is divided into sections for the purpose of billings
that are done on a quarterly basis for each section.

A comparison of Water-Sewer Utility billings and collections for the past five years
are as follows:

Year Billing Collections (1)
2016 $ 5,359,209.38 $ 5,431,116.37
2015 5,483,052.67 5,409,644.77
2014 5,519,452.66 5,562,193.50
2013 6,001,045.82 6,001,241.63
2012 5,358,883.62 5,308,711.84

(1) Collections include prior year billings received in current year.
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

Note 6. FUND BALANCES APPROPRIATED

The following schedule details the amount of fund balances available at the end of
each year and the amounts utilized in the subsequent year's budget.

Current Fund

Utilized Percentage

Balance in Budget of of Fund
Year December 31 Succeeding Year Balance Utilized
2016 $ 2,004,393.48 $ 1,425,000.00 (A) 71.09%
2015 1,943.911.28 1,425,244.00 73.32%
2014 1,873,148.11 1,357,236.96 72.46%
2013 1,612,898.89 1,200,963.00 74.46%
2012 1,398,614.46 1,151,000.00 82.30%

(A) — As Adopted
Water-Sewer Utility Operating Fund
Utilized Percentage

Balance in Budget of of Fund
Year . December 31 Succeeding Year Balance Utilized
2016 $ 355,457.75 $ 350,000.00 (A) 98.46%
2015 451,169.92 450,000.00 99.74%
2014 265,069.53 255,213.00 96.28%
2013 422.278.98 195,221.00 46.23%
2012 155,263.10 155,155.98 99.93%

(A) — As Adopted
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

PENSION PLANS

Description of Systems

Substantially all of the Borough's employees participate in one of the following
contributory defined benefit public employee retirement systems that have been
established by State statute: the Public Employees' Retirement System (PERS), the
Police and Firemen's Pension Fund (PFRS), or the Defined Contribution Retirement
Program (DCRP). In addition, the Borough contributes to the Consolidated Police
and Firemen's Pension Fund. These systems are sponsored and administered by the
New Jersey Division of Pensions and Benefits. The Public Employees' Retirement
System and the Police and Firemen's Retirement System are considered cost sharing
multiple-employer plans.

Public Employees' Retirement System

The Public Employees' Retirement System (PERS) was established January 1,
1955 under the provisions of N.J.S.A. 43:15A to provide coverage, including
post-retirement health care, to substantially all full-time employees of the State or
any county, municipality, school district or public agency provided the employee
is not a member of another State-administered retirement system. Membership is
mandatory for such employees and vesting occurs after ten years of service credit
and twenty-five years of service credit for medical benefits.

Retirement benefits for age and service are available at age 65 and are generally
determined to be 1/55" of the final average salary for each year of service credit,
as defined. Final average salary equals the average salary for the final three years
of service prior to retirement (or highest three years' compensation if other than
the final three years). Members may seck early retirement after achieving 30
years of service credit or they may elect deferred retirement after achieving ten
years of service credit in which case benefits would begin the first day of the
month after the member attains normal retirement age. The PERS provides for
specified medical benefits for members who retire after achieving 25 years of
qualified service, as defined, or under the disability provisions of the System.

Members are always fully vested for their own contributions and, after three years
of service credit, become vested for 2% of related interest earned on the
contributions. In the case of death before retirement, members' beneficiaries are
entitled to full interest credited to the members’ accounts.
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YEARS ENDED DECEMBER 31, 2016 and 2015

PENSION PLANS (CONTINUED)

Description of Systems (Continued)

Police and Firemen's Retirement System

The Police and Firemen's Retirement System (PFRS) was established July 1, 1944
under the provisions of N.J.S.A. 43:16A to provide coverage to substantially all
full time county and municipal police or firemen and State firemen appointed
after June 30, 1944. Membership is mandatory for such employees with vesting
occurring after ten years of membership. A member may retire at age fifty-five
with a benefit equal to two percent of average compensation for each year of
creditable service up to thirty years, plus one percent for each year of creditable
service in excess of thirty years.

Consolidated Police and Firemen's Pension Fund

The Consolidated Police and Firemen's Retirement System (CPFRS) is a closed
system with no active members and was established in January 1952 to provide
coverage to municipal police and firemen who were appointed prior to July 1,
1944,

Contributions Required to be Made

Employee contributions, effective July 1, 2016, are currently seven and two tenths
percent (7.2%) of their base wages for PERS and ten percent (10%) for PFRS.
Employer's contributions are actuarially determined annually by the Division of
Pensions. Contributions to the plan for the past three (3) years are as follows:

PERS PFRS
Year Borough Employees Borough Employees
2016 $ 317,112.00 $ 174,412.02 $ 812,959.00 $ 296,901.98
2015 328,585.00 179,522.17 764,533.00 298,405.78
2014 290,987.00 173,489.45 723,270.00 300,952.88

All contributions were equal to the required contributions for each of the three years,
respectively,
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YEARS ENDED DECEMBER 31, 2016 and 2015

PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions — GASB #68

The Governmental Accounting Standards Board (GASB) has issued Statement No. 68
“Accounting and Financial Reporting for Public Employees Pensions” and is
effective for fiscal years beginning after June 15, 2014. This statement requires the
State of New Jersey to calculate and allocate, for note disclosure purposes only, the
unfunded net pension liability of Public Employees Retirement System (PERS) and
the Police and Firemen’s Retirement System (PFRS) of the participating municipality
as of December 31, 2016. The statement does not alter the amounts of funds that
must be budgeted for pension payments under existing state law.

Under accounting principles and practices prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, any
unfunded net pension liability of the municipality, allocated by the State of New
Jersey, is not required to be reported in the financial statements as presented and any
pension contributions required to be paid are raised in that year’s budget and no
liability is accrued at December 31, 2016.

Public Emplovees Retirement System (PERS)

At June 30, 2016, the State reported a net pension liability of $10,583,327.00 for the
Borough of Freehold’s proportionate share of the total net pension liability. The total
pension liability for the June 30, 2016 measurement date was determined by an
actuarial valuation as of July 1, 2015, which was rolled forward to June 30, 2016. The
Borough's proportion of the net pension liability was based on a projection of the
Borough’s long-term share of contributions to the pension plan relative to the
projected contributions of all participating employers, actuarially determined. At June
30, 2016, the Borough’s proportion was 0.0357338029 percent, which was a increase
of 0.0008515293 percent from its proportion measured as of June 30, 2015.

For the year ended June 30, 2016, the State recognized an actuarially determined
pension expense of $984,236.00 for the Borough of Freehold’s proportionate share of
the total pension expense. The pension expense recognized in the Borough’s financial
statement based on the April 1, 2016 billing was $299,894.00.
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NOTE 7: PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Public Employees Retirement System (PERS) (Continued)

At June 30, 2016, the State reported deferred outflows of resources and deferred
inflows of resources related to PERS from the following sources:

Deferred Deferred
Inflow of Outflow of
Resources Resources
Differences between expected and actual experience - $196,818.00
Changes of assumptions 2,192,300.00
Net difference between projected and actual earnings
on pension plan investments 403,552.00
Changes in proportion and differences between Borough
contributions and proportionate share of contributions $363,074.00 280,008.00
$363,074.00 $3,072,678.00

Other local amounts reported by the State as the Borough’s proportionate share of
deferred outflows of resources and deferred inflows of resources related to pensions will
be recognized in the State’s actuarially calculated pension expense as follows:

Year Ended
June 30, Amount
2017 $600,145.00
2018 600,145.00
2019 705,536.00
2020 589,208.00
2021 214,571.00

$2,709,605.00
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PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Public Emplovees Retirement System (PERS) (Continued)

Actuarial Assumptions

The total pension liability for the June 30, 2016 measurement date was
determined by an actuarial valuation as of July 1, 2015, which rolled forward to
June 30, 2016. These actuarial valuations used the following assumptions:

June 30, 2015 June 30,2016
Inflation 3.04 Percent 3.08 Percent
Salary Increases (based on age)
Though 2026 2.15-4.40 Percent 1.65-4.15 Percent
Thereafter 3.15-5.40 Percent 2.65-5.15 Percent
Investment Rate of Return 7.90 Percent 7.65 percent

Pre-retirement mortality rates were based on the RP-2000 Employee
Preretirement Mortality Table for male and female active participants. For State
employees, mortality tables are set back 4 years for males and females. For local
employees, mortality tables are set back 2 years for males and 7 years for females.
In addition, the tables provide for future improvements in mortality from the base
year of 2013 using a generational approach based on the plan actuary's modified
MP-2014 projection scale. Post-retirement mortality rates were based on the RP-
2000 Combined Healthy Male and Female Mortality Tables (set back 1 year for
males and females) for service retirements and beneficiaries of former members
and a one-year static projection based on mortality improvement Scale AA.

In addition, the tables for service retirements and beneficiaries of former members
provide for future improvements in mortality from the base year of 2013 using a
generational approach based on the plan actuary's modified MP-2014 projection
scale. Disability retirement rates used to value disabled retirees were based on the
RP-2000 Disabled Mortality Table (set back 3 years for males and set forward 1
year for females).

The actuarial assumptions used in the July 1, 2015 valuation were based on the
results of an actuarial experience study for the period July 1, 2011 to June 30,
2014. It is likely that future experience will not exactly conform to these
assumptions. To the extent that actual experience deviates from these
assumptions, the emerging liabilities may be higher or lower than anticipated. The
more the experience deviates, the larger the impact on future financial statements.
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PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Public Employees Retirement System (PERS) (Continued)

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan
investments (7.65% at June 30, 2016) is determined by the State Treasurer, after
consultation with the Directors of the Division of Investment and Division of Pensions
and Benefits, the board of trustees and the actuaries. The long-term expected rate of
return was determined using a building block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected
inflation. Best estimates of arithmetic rates of return for each major asset class included
in PERS's target asset allocation as of June 30, 2016 are summarized in the following
table:

June 30, 2016

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Cash 5.00% 0.87%
U.S. Treasuries 1.50% 1.74%
Investment Grade Credit 8.00% 1.79%
Mortgages 2.00% 1.67%
High Yield Bonds 2.00% 4.56%
Inflation Indexed Bonds 1.50% 3.44%
Broad U.S. Equities 26.00% 8.53%
Developed Foreign Markets 13.25% 6.83%
Emerging Market Equities 6.50% 9.95%
Private Equity 9.00% 12.40%
Hedge Funds/Absolute Returns 12.50% 4.68%
Real Estate (Property) 2.00% 6.91%
Commodities 0.50% 5.45%
Global Debt ex US 5.00% -0.25%
REIT 5.25% 5.63%

100.00%
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NOTE 7: PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Public Employees Retirement System (PERS) (Continued)

Discount Rate

The discount rate used to measure the total pension liability was 3.98% as of June 30,
2016. This single blended discount rate was based on the long-term expected rate of
return on pension plan investments of 7.65% and a municipal bond rate of 2.85% as of
June 30, 2016 based on the Bond Buyer Go 20-Bond Municipal Bond Index, which
includes tax-exempt general obligation municipal bonds with an average rating of AA/Aa
or higher. The projection of cash flows used to determine the discount rate assumed that
contributions from plan members will be made at the current member contribution rates
and that contributions from employers will be made based on the contribution rate in the
most recent fiscal year. The State employer contributed 30% of the actuarially
determined contributions and the local employers contributed 100% of their actuarially
determined contributions. Based on those assumptions, the plan's fiduciary net position
was projected to be available to make projected future benefit payments of current plan
members through 2034. Therefore, the long-term expected rate of return on plan
investments was applied to projected benefit payments through 2034 and the municipal
bond rate was applied to projected benefit payments after that date in determining the
total pension liability.

Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate

The following presents the collective net pension liability of the participating employers
as of June 30, 2016 respectively, calculated using the discount rate as disclosed above as
well as what the collective net pension liability would be if it was calculated using a
discount rate that is 1-percentage point lower or 1- percentage point higher than the
current rate:

June 30, 2016

1% At Current 1%
Decrease Discount Rate Increase
2.98% 3.98% 4.98%
Borough's proportionate share
of the pension liability $12,968,633.00 $10,583,327.00 $8,614,051.00

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the
separately issued Financial Report for the State of New Jersey Public Employees Retirement
System (PERS). The report may be obtained at State of New Jersey Division of Pensions and
Benefits P.O. Box 295 Trenton, New Jersey 08625-0295
http://www.state.nj.us/treasury/pensions
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NOTE 7:

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Police and Firemen’s Retirement System (PFRS)

At June 30, 2016, the State reported a net pension liability of $17,529,830.00 for the
Borough of Freehold’s proportionate share of the total PFRS net pension liability. The
total pension liability for the June 30, 2016 measurement date was determined by an
actuarial valuation as of July 1, 2015, which was rolled forward to June 30, 2016. The
Borough's proportion of the net pension liability was based on a projection of the
Borough's long-term share of contributions to the pension plan relative to the projected
contributions of all participating employers, actuarially determined. At June 30, 2016, the
Borough’s proportion was 0.0917669262 percent, which was a decrease of 0.0019465768
percent from its proportion measured as of June 30, 2015.

For the year ended June 30, 2016, the State recognized an actuarially determined pension
expense of $1,859,950.00. The pension expense recognized in the Borough’s financial
statement based on the April 1, 2016 billing was $761,751.00

At June 30, 2016, the State reported deferred outflows of resources and deferred inflows
of resources related to PFRS from the following sources:

Deferred

Inflow of

Resources
Differences between expected and actual experience $114,911.00

Changes of assumptions

Net difference between projected and actual earnings
on pension plan investments

Changes in proportion and differences between the Borough's
contributions and proportionate share of contributions 223,919.00

Deferred
Outflow of
Resources

$2,428,026.00

1,228,280.00

112,423.00

$338,830.00

$3,768,729.00
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Police and Firemen’s Retirement System (PFRS) (Continued)

Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized in pension expense as follows:

Year Ended
June 30 Amount
2017 $833,546.00
2018 833,546.00
2019 1,131,649.00
2020 636,837.00
2021 (5,679.00)

Actuarial Assumptions

The total pension liability for the June 30, 2016 measurement date was determined by an
actuarial valuation as of July 1, 2015, which rolled forward to June 30, 2016. This
actuarial valuation used the following assumptions:

2016 2015
Inflation 3.08 Percent 3.04 Percent
Salary Increases (based on age)
Through 2026 2.10-8.98 Percent 2.60-9.48 Percent
Thereafter 3.10-9.98 Percent 3.60-10.48 Percent
Investment Rate of Return 7.65 Percent 7.90 Percent

Pre-retirement mortality rates were based on the RP-2000 Pre-Retirement mortality tables
projected thirteen years using Projection Scale BB and then projected on a generational
basis using the plan actuary's modified 2014 projection scales. Post-retirement mortality
rates for male service retirements and beneficiaries are based the RP-2000 Combined
Healthy Mortality Tables projected one year using Projection Scale AA and two years
using the plan actuary's modified 2014 projection scales, which was further projected on
a generational basis using the plan actuary's modified 2014 projection scales. Post-
retirement mortality rates for female service retirements and beneficiaries were based the
RP-2000 Combined Healthy Mortality Tables projected thirteen years using Projection
Scale BB and then two years using the plan actuary's modified 2014 projection scales,
which was further projected on a generational basis using the plan actuary's modified
2014 projection scales,

-45 -




NOTE 7:

BOROUGH OF FREEHOLD
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PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Police and Firemen’s Retirement System (PFRS) (Continued)

Actuarial Assumptions (Continued)

Disability mortality rates were based on special mortality tables used for the period after
disability retirement.

The actuarial assumptions used in the July 1, 2015 valuation were based on the results of
an actuarial experience study for the period July 1, 2010 to June 30, 2013.

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan
investments (7.65% at June 30, 2016) is determined by the State Treasurer, after
consultation with the Directors of the Division of Investment and Division of Pensions
and Benefits, the board of trustees and the actuaries. The long-term expected rate of
return was determined using a building block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are
combined fo produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected
inflation, Best estimates of arithmetic rates of return for each major asset class included
in PFRS s target asset allocation as of June 30, 2016 are summarized in the following

table:

June 30,2016
Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Cash 5.00% 0.87%
US Treasuries 1.50% 1.74%
Investment Grade Credit 8.00% 1.79%
Mortgages 2.00% 1.67%
High Yield Bonds 2.00% 4,56%
Inflation-Indexed Bonds 1.50% 3.44%
Broad US Equities 26.00% 8.53%
Developed Foreign Equities 13.25% 6.83%
Emerging Market Equities 6.50% 9.95%
Private Equity 9.00% 12.40%
Hedge Funds Absolute Return 12.50% 4.68%
Real Estate (Property) 2.00% 6.91%
Commodities 0.50% 5.45%
Global Debt ex US 5.00% -0.25%
REIT 5.25% 5.63%

100.00%
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BOROUGH OF FREEHOLD
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PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Police and Firemen’s Retirement System (PFRS) (Continued)

Discount Rate

The discount rate used to measure the total pension liability was 5.55% as of June 30,
2016. This single blended discount rate was based on the long-term expected rate of
return on pension plan investments of 7.65% and a municipal bond rate of 2.85% as of
June 30, 2016 based on the Bond Buyer Go 20-Bond

Municipal Bond Index, which includes tax-exempt general obligation municipal bonds
with an average rating of AA/Aa or higher. The projection of cash flows used to
determine the discount rate assumed that contributions from plan members will be made
at the current member contribution rates and that contributions from employers and the
nonemployer contributing entity will be made based on the contribution rate in the most
recent fiscal year. The State employer contributed 30% of the actuarially determined
contributions and the local employers contributed 100% of their actuarially determined
contributions. Based on those assumptions, the plan's fiduciary net position was projected
to be available to make projected future benefit payments of current plan members
through 2050. Therefore, the long-term expected rate of return on plan investments was
applied to projected benefit payments through 2050, and the municipal bond rate was
applied to projected benefit payments after that date in determining the total pension
liability.

Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate

The following presents the collective net pension liability of the participating employers
as of June 30, 2016 respectively, calculated using the discount rate as disclosed above as
well as what the collective net pension liability would be if it was calculated using a
discount rate that is 1-percentage point lower or 1- percentage point higher than the
current rate:

June 30, 2016

1% At Current 1%
Decrease Discount Rate Increase
4.55% 5.55% 6.55%
Borough's proportionate share
of the PFRS pension liability $22,603,431.00 $17,529,830.00 $13,392,614.00
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YEARS ENDED DECEMBER 31, 2016 and 2015

PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Police and Firemen’s Retirement System (PFRS) (Continued)

Special Funding Situation

In accordance with N.J.S.A. 43:16A-15, local participating employers are responsible for
their own contributions based on actuarially determined amounts, except where
legislation was passed which legally obligated the State if certain circumstances occurred.
The legislation which legally obligates the State is as follows: Chapter 8, P.L. 2000,
Chapter 318, P.c. 2001, Chapter 86, P.L. 2001, Chapter 511, P.L. 1991, Chapter 109, P.c.
1979, Chapter 247, P.L. 1993 and Chapter 201, P.L. 2001. The amounts contributed by
the State on behalf of the Borough under this legislation is considered to be a special
funding situation as defined by GASB Statement No. 68, and the State is treated as a
nonemployer contributing entity. Since the Borough does not contribute under this
legislation directly to the plan (except for employer specific financed amounts), there is
no net pension liability or deferred outflows or inflows to disclose in the notes to the
financial statements of the Borough related to this legislation.

At December 31, 2016 and 2015, the State's proportionate share of the net pension
liability attributable to the Borough for the PFRS special funding situation is
$1,472,071.00 and $1,368,892.00 respectively.

At December 31, 2016, the Borough's and State of New Jersey's proportionate share of
the PFRS net pension liability were as follows:

Borough's Proportionate Share of Net Pension
Liability $17,529,830.00

State of New Jersey Proportionate Share of
Net Pension Liability Associated with the Borough 1,472,071.00

$19,001,901.00

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the
separately issued Financial Report for the State of New Jersey Police and Firemen’s
Retirement System (PFRS). The report may be obtained at State of New Jersey Division of
Pensions and Benefits P.O. Box 295 Trenton, New Jersey  08625-0295
http://www.state.nj.us/treasury/pensions
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BOROUGH OF FREEHOLD
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NOTE 7: PENSION PLANS (CONTINUED)

Accounting and Financial Reporting for Pensions - GASB 68 (Continued)

Police and Firemen’s Retirement System (PFRS) (Continued)

Pension Contribution Deferral

The State of New Jersey has enacted Public Law 2009, C.19, which authorizes the
State Department of Treasury, Division of Pensions and Benefits to provide non-
state contributing employers the option of paying an amount that represents a fifty
percent (50%) reduction of the normal and accrued liability payment of the
required contributions to the Police and Fire Retirement System (PFRS) and the
Public Employees Retirement System (PERS) which would have been due April
1, 2010. If the deferral is elected, the amount deferred must be repaid, with
interest, over a period of fifteen years, beginning in April, 2012; however, the
contributing employer is permitted to pay off the obligation at any time by
contacting the Division of Pension and Benefits for a payoff amount. The
Borough of Freehold elected to defer a portion of its pension contributions as

follows:
Original Balance Amount Balance
Retirement Deferral December 31, Reduced in December 31,
System Amount 2015 2016 2016
PFRS $ 340,121.00 §$ 282,141.00 $ 22,187.00 $ 259,954.00
PERS 112,180.00 92,783.00 7,460.00 85,323.00
Total $ 452,301.00 $ 374,924.00 $ 29,647.00 $ 345,277.00

Post Employment Retirement Benefits

The Public Employees' Retirement System and the Police and Firemen's Retirement
System provide certain post employment retirement benefits.
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

POST EMPLOYMENT PLANS OTHER THAN PENSIONS

State Health Benefits Program

Plan Description. The Borough of Freehold contributes to the State Health Benefits
Program (SHBP), a cost-sharing, multiple-employer defined benefit post-employment
healthcare plan administered by the State of New Jersey Division of Pensions and
Benefits. SHBP was established in 1961 under N.J.S.A. 52:14-17.25 et seq., to
provide health benefits to State employees, retirees, and their dependents. Rules
governing the operation and administration of the program are found in Title 17,
Chapter 9 of the New Jersey Administrative Code. SHBP provides medical,
prescription drugs, mental health/substance abuse, and Medicare Part B
reimbursement to retirees and their covered dependents.

The SHBP was extended to employees, retirees, and dependents of participating local
public employers in 1964. Local employers must adopt a resolution to participate in
the SHBP. In 1983, the Borough of Freehold authorized participation in the SHBP’s
post-retirement benefit program through a resolution adopted on November 7, 1983
(agenda 22-83, item#5). The Borough of Freehold pays the monthly premium for all
eligible retired employees and their dependents, including surviving spouses, if such
employees retired from a State or locally-administered retirement system effective
after the date the employer adopted the State Health Benefits Program on a benefit
based on 25 years or more of service credited in such retirement system, excepting
the employees who elected deferred retirement, but including those employees who
retired on disability pensions based on fewer years of service credit.

The State Health Benefits Commission is the executive body established by statute to
be responsible for the operation of the SHBP. The State of New Jersey Division of
Pensions and Benefits issues a publicly available financial report that includes
financial statements and required supplementary information for the SHBP. That
report may be obtained by writing to: State of New Jersey Division of Pensions and
Benefits, P.O. Box 295, Trenton, NJ 08625-0295 or by visiting their website at
www.state.nj.us/treasury/pensions/gasb-43-sept2008.pdf.
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

POST EMPLOYMENT PLANS OTHER THAN PENSIONS (CONTINUED)

State Health Benefits Program (Continued)

Funding Policy: Participating employers are contractually required to contribute
based on the amount of premiums attributable to their retirees. Post-retirement
medical benefits under the plan have been funded on a pay-as-you-go basis since
1994. Prior to 1994, medical benefits were funded on an actuarial basis.

Contributions to pay for the health premiums of participating retirees in the SHBP are
billed to the Borough of Freehold on a monthly basis. The Borough of Freehold
annually funds the required contributions through its operating budget for both the
current and water-sewer utility funds.

The Borough of Freehold contributions to SHBP for the years ended December 31,
2016, 2015, and 2014, were $973,603.65, $811,125.16, and $746,146.50,
respectively, which equaled the required contributions for each year. There were
approximately 50, 48, and 46 retired participants eligible at December 31, 2016,
2015, and 2014, respectively.

Annual OPEB Cost and Net OPEB Cost Obligation

The future value of benefits paid is not required to be reported in the financial
statements as presented and has not been determined, but is probably material. Under
current New Jersey budget and financial reporting requirements, the Borough will not
have to provide any amounts in excess of their current cash costs or recognized any
long-term obligations on their balance sheets. The State of New Jersey Division of
Pensions and Benefits issues a publicly available financial report that includes
financial statements and required supplementary information for the SHBP. That
report may be obtained by writing to: State of New Jersey Division of Pension and
Benefits, P.O. Box 295, Trenton, New Jersey 08625-0295 or by visiting their website
at http://www.state.nj.us/treasury/pensions.
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Note 9.

BOROUGH OF FREEHOLD

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2016 and 2015

MUNICIPAL DEBT

The Local Bond Law governs the issuance of bonds and notes to finance general
capital expenditures. All bonds are retired in serial installments within the statutory
period of usefulness. Bonds issued by the Borough are general obligation bonds,
backed by the full faith and credit of the Borough. Bond anticipation notes, which are
issued to temporarily finance capital projects, must be paid off within ten years and
five months or refunded by the issuance of bonds.

Summary of Municipal Debt (Excluding Current and Operating Debt)

Issued:
General:
Bonds and Notes
Water and Sewer Utility:
Bonds and Notes

Total Issued

Less:
Reserve for Payment of Bonds
Reserve for Payment of Notes
Mortgage Sales Receivable

Net Debt Issued

Authorized But Not Issued:
General:
Bonds and Notes
Water and Sewer Utility:
Bonds and Notes

Total Authorized but Not
Issued

Net Bonds and Notes [ssued and
Authorized But Not Issued

016

$ 8,310,000.00

2015

$ 8,682,000.00

[\
<O
BNy

|

9,215,900.00

4,462,000.00 4,636,000.00 2,722,100.00

$ 12,772,000.00 $ 13,318,000.00 11,938,000.00
$ 34,456.35 $ 32,112.90 262,317.93
3,453.43 4,473.04 119,006.20
130,734.75 164,828.20 196,623.17

$ 168,644.53 §  201,414.14 577,947.30

$ 12,603,355.47

$ 13,116,585.86

11,360,052.70

$ 878,900.00 $ 934,400.00 126,000.00
1,350.00 400.00 320,000.00
$ 880,250.00 § 934,800.00 446,000.00

$ 13,483,605.47

§ 14,051,385.86

11,806,052.70
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Note 9.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

MUNICIPAL DEBT (CONTINUED)

Summary of Statutory Debt Condition, Annual Debt Statement

The summarized statement of debt condition that follows is prepared in accordance
with the required method of setting up the Annual Debt Statement and indicated a
statutory net debt of 0.911%.

Gross Debt Deductions Net Debt

Local School District Debt $ 1,470,000.00 $ 1,470,000.00 $ None

Regional High School Debt 615,672.26 615,672.26 None
Water-Sewer Utility Debt 4,463,350.00 4,463,350.00 None
General Debt 9,188,900.00 168,644.53 9,020,255.47

$ 15,737,92226 § 6,717,666.79 § 9,020,255.47

Net Debt $9,020,255.47 divided by Equalized Valuation basis per N.J.S. 40A:2-2 As
Amended, $990,083,807.00 equals 0.911%.

The foregoing debt information is in agreement with the Annual Debt Statement filed
by the Chief Financial Officer with the Division of Local Government Services.

Borrowing Power Under N.J.S. 40A:2-6 As Amended

31%4% of Equalized Valuation Basis (Municipal) $ 34,652,933.25

Net Debt 9,020,255.47

Remaining Borrowing Power $ 25,632,677.78
School Debt Deduction

School debt is deductible up to the extent of 3.0% of the Average Equalized Assessed
Valuation of real property for the Local School District.

School debt is deductible up to the extent of 3.0% of the Average Equalized Assessed
Valuation of real property for the Regional High School District.
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BOROUGH OF FREEHOLD

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2016 and 2015

Note 9.  MUNICIPAL DEBT (CONTINUED)

Calculation of "Self-Liquidating Purpose", Water-Sewer Utility Per N.J.S. 40A:2-45

Cash Receipts for Fees, Rents or Other

Charges for the Year $ 5,959,508.28
Deductions:
Operating and Maintenance Costs $ 5,030,792.00
Debt Service 400,208.00 5,431,000.00
Exces in Revenues $  528,508.28
Long-Term Debt
General Serial Bonds
$4,303,000 2002 Bonds due one annual installment
of $363,000 on August 2017 at an interest rate
of 4.00%. 363,000.00
$ 363,000.00
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BOROUGH OF FREEHOLD

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2016 and 2015

Note 9.  MUNICIPAL DEBT (CONTINUED)

Long-Term Debt (Continued)

Water-Sewer Utility Capital Fund Serial Bonds

$1,159,000 2002 Bonds due in one installment of
$99,000 on August 2017 at an interest rate
of 4.00%.

$1,361,000 2007 Bonds due in one installment of

$176,000 on November 2017 at an interest rate
of 4.00%.

Special Emergency Notes

99,000.00

176,000.00

$  275,000.00

There were outstanding Special Emergency Notes at December 31, 2016 as follows:

Date of Date of
Purpose Issue Maturity
July 28, 2012 Supercell Storm 12/28/16 01/05/17
Revaluation 12/28/16 01/05/17
Preparation of Master Plan 12/28/16 01/05/17
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Outstanding
Interest December

Rate 31,2016
0.00% $  20,000.00
0.00% 120,000.00
0.00% 52,000.00
$ 192,000.00




Note 9.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

BOROUGH OF FREEHOLD

YEARS ENDED DECEMBER 31, 2016 and 2015

MUNICIPAL DEBT (CONTINUED)

Bond Anticipation Notes

Outstanding Bond Anticipation Notes at December 31, 2016 are as follows:

General Capital Fund

Interest Original
Rate Issue Date
2.50% 12/23/08 .
2.50% 12/22/09
2.50% 12/21/10
2.50% 12/23/08
2.50% 12/23/08
2.50% 12/22/09
2.50% 12/21/10
2.50% 12/21/10
2.50% 12/20/11
2.50% 12/21/10
2.50% 12/20/11
2.50% 12/19/12
2.50% 12/20/11
2.50% 12/19/12
2.50% 12/19/12
2.50% 12/19/12
2.50% 12/19/12
2.50% 12/18/13
2.50% 12/05/14
2.50% 12/18/13
2.50% 12/05/14
2.50% 12/05/14
2.50% 12/05/14
2.50% 12/04/15
2.50% 12/04/15
2.50% 12/02/16
2.50% 12/02/16
2.50% 12/02/16

Ordinance
Number
2008/7,2008/21
2008/7,2008/21
2008/7,2008/21
2008/12
2008/15
2009/10
2010/3
2010/4
2010/4
2010/8
2011/12
2011/12
2011/7
2011/7
2012/4
2012/5
2012/7
2013/6
2013/6
2013/7
2013/7
2014/4
2014/5
2015/7
2015/8
2015/16
2016/5
2016/6
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Amount

$ 204,000.00
556,900.00
246,000.00
45,400.00
131,750.00
10,200.00
69,000.00
344,000.00
135,300.00
88,000.00
497,300.00
134,200.00
82,000.00
953,000.00
155,000.00
487,000.00
133,500.00
96,500.00
340,000.00
96,500.00
14,000.00
839,500.00
392,350.00
697,000.00
288,100.00
57,500.00
640,000.00

213,000.00

$  7,947,000.00

Payment
Required
First Last
2011 2018
2012 2019
2013 2020
2011 2018
2011 2018
2011 2019
2013 2020
2013 2020
2014 2021
2013 2020
2014 2021
2015 2022
2014 2021
2015 2022
2015 2022
2015 2022
2015 2022
2016 2023
2017 2024
2016 2023
2017 2024
2017 2024
2017 2024
2018 2025
2018 2025
2019 2026
2019 2026
2019 2026




NOTES TO FINANCIAL STATEMENTS (CONTINUED)

BOROUGH OF FREEHOLD

YEARS ENDED DECEMBER 31, 2016 and 2015

Note 9.  MUNICIPAL DEBT (CONTINUED)

Bond Anticipation Notes (continued)

Water-Sewer Utility Capital Fund

Interest Original

Rate Issue Date
2.50% 12/22/09
2.50% 12/21/11
2.50% 12/23/08
2.50% 12/21/10
2.50% 12/19/12
2.50% 12/18/13
2.50% 12/05/14
2.50% 12/05/14
2.50% 12/04/15
2.50% 12/04/15
2.50% 12/04/15
2.50% 12/02/16

2002 Series Bonds

Ordinance
Number
2004/11, 2005/26
2008/5
2008/6, 2010/13
2008/6,2010/13
2012/8
2013/9
2013/9
2014/6,2015/12
2014/6,2015/12
2015/9
2015/10
2016/7

$

Amount
24,150.00
12,300.00

236,600.00
269,500.00
486,700.00
94,250.00
163,750.00
580,400.00
585,600.00
1,425,000.00
190,000.00

118,750.00

4,187,000.00

Payment
Required
First Last
2012 2019
2014 2021
2011 2018
2013 2020
2015 2022
2016 2023
2017 2024
2017 2024
2018 2025
2018 2025
2018 2025
2019 2026

The Borough issued $5,462,000.00 of General Obligation Bonds consisting of
$4,303,000.00 General Improvement Bonds and $1,159,000.00 Water/Sewer Utility
Bonds dated August 1, 2002. The remaining Bonds are not subject to redemption
prior to their stated annual maturities and bear interest at 4.00%.

2007 Series Bonds

The Borough issued $4,368,000.00 of General Obligation Bonds consisting of
$3,007,000.00 General Improvement Bonds and $1,361,000.00 Water/Sewer Utility
Bonds dated November 1, 2007. The remaining Bonds are not subject to redemption
prior to their stated annual maturities and bear interest at 4.00%.
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

MUNICIPAL DEBT (CONTINUED)

A schedule of annual debt service for principal and interest for bonded debt is as
follows:

Calendar General Water-Sewer
Year Principal Interest Principal Interest Total

2017 $_ 363,000.00 $ 14,520.00  $§  275,000.00 $ 11,000.00 $ 663,520.00

$363.000.00 $ 14,520.00 $ 275,000.00 $ 11.000.00 § 663,520.00

Bonds and Notes Authorized but not Issued

At December 31, 2016, the Borough of Freehold has authorized but not issued bonds
and notes as follows:

General Capital Fund:
Bonds and Notes $ 878,900.00

Water-Sewer Utility Capital Fund:
Bonds and Notes 1,350.00
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Note 10.

Note 11.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

LOCAL DISTRICT AND REGIONAL HIGH SCHOOL TAXES

Regulations provide for the deferral of not more than 50% of the annual levy when
school taxes are raised for a school year and have not been requisitioned by the
school district.

The Borough raises its share of Local District School Taxes on a calendar year basis,
thus there is no deferral of Local District School Taxes.

The Borough raises it share of Regional High School Taxes on a school year basis
and has elected to defer these taxes as follows:

Regional High School Taxes
Balance, December 31,

2016 2015
Balance of Tax $ 1,474431.07 $ 1,474,431.07
Deferred Portion 1,474,431.07 1,474,431.07
Tax Payable $ - $ -

DEFERRED COMPENSATION PLAN

The Borough offers its employees a Deferred Compensation Plan created in
accordance with the provisions of N.J.S. 43:15B-1 et seq., and the Internal Revenue
Code, Section 457. The plan, available to all municipal employees, permits them to
defer a portion of their salary until future years. The deferred compensation is not
available to employees until termination, retirement, death or unforeseeable
emergency.

Statutory and regulatory requirements governing the establishment and operation of
Deferred Compensation Plans have been codified in the New Jersey Administrative
Code under the reference N.J.A.C. 5:3-37.

The "Small Business Job Protection Act of 1996" revised several provisions of
Section 457 of the Internal Revenue Code. A provision of the act required that all

existing plans be modified to provide that the funds be held for the exclusive benefit
of the participating employees and their beneficiaries.

The plan was adopted by Resolution on September 17, 1990 and amended by
Resolution on December 7, 1998,

The administrator for the Borough's Deferred Compensation Plan is The Equitable.
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Note 12.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

DEFERRED CHARGES

Certain expenditures are required to be deferred to budgets of succeeding years. At
December 31, 2016, the following deferred charges are shown of the balance sheets
of the various funds:

Balance 2017 Balance to
December Budget Succeeding
31,2016 Appropriation Years Budgets
Current Fund:
N.J.S.A. 40A:4-53;
Revaluation A 120,000.00 $ 60,000.00 $ 60,000.00
Preparation of Master Plan 52,000.00 13,000.00 39,000.00
N.J.S.A. 40A:4-54
July 28, 2012 Supercell Storm 20,000.00 20,000.00 0.00
Total Current Fund 3 192,000.00 $ 93,000.00 $ 99,000.00
Note 13. RISK MANAGEMENT

The Borough, together with other governmental units, are members of the New Jersey
Intergovernmental Insurance Fund (the “Fund”). The Fund, which is organized and
operated pursuant to the regulatory authority of the Departments of Insurance and
Community Affairs, State of New Jersey, provides for a pooling of risks, subject to
established limits and deductibles.

For the year ended December 31, 2016, the Fund provided coverage for Property,
Boiler and Machinery, Automobile Liability, General Liability and Workmen’s
Compensation. The Fund also provided public officials’ surety bond coverage and
public employee blanket bond coverage.

New Jersey Unemployment Compensation Insurance

The Borough has elected to fund its New Jersey Unemployment Compensation
Insurance under the "Benefit Reimbursement Method". Under this plan, the Borough
is required to reimburse the New Jersey Unemployment Trust Fund for benefits paid
to its former employees and charged to its account with the State. The Borough is
billed quarterly for amounts due to the State. The following is a summary of Borough
contributions, employee contributions, reimbursements to the State for benefits paid
and the ending balance of the Borough's trust fund for the current and prior two years:

Interest
December 31, Earned Contributions Reimbursed Balance
2016 $ 547.23 $ 19,642.89 $ 28,079.29 $ 208,381.79
2015 543.72 20,777.96 20,164.39 216,270.96
2014 526.34 25,882.98 18,149.74 215,113.67
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BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

Note 14. INTERFUND RECEIVABLES AND PAYABLES

Interfund receivable and payable balances at December 31, 2016 were as follows:

Interfund Interfund
Receivable Payable
Current Fund $ 1.18
Animal Control Trust Fund $ 1.18
Current Fund 32,132.00
General Capital Fund 32,132.00
Current Fund 15.33
Trust Other Fund 15.33
Federal and State Grant Fund 86,607.44
Current Fund 86,607.44

§ 118,755.95 § 118,755.95

The above interfund balances are created by several factors such as interest earnings
in one fund that are not transferred by year end, expenditures by one-fund not
reimbursed by the other fund by year end and book entries for control purposes.
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Note 15.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

CONTINGENT LIABILITIES

A.

Reserve for Compensated Absences

The Borough has a potential contingent liability for accrued unused sick days as
of December 31, 2016, under the adopted policies and procedures of the Borough,
of $331,751.14, for those employees who could conceivably retire within the next
five years. The Borough has funded $237,970.57. An accrual has not been made
for the unfunded portion of this potential liability.

Reserve for State Tax Appeals

The Borough has a Reserve for State Tax Appeals at December 31, 2016 of
$147,303.23. This amount represents various cases pending appeal for the years
2012 through 2016. This amount is based upon a historical averages and
managements estimate as of December 31, 2016. Should the appeals, when
finally adjudicated, exceed the amounts provided, the excess would be a direct
charge to the operations (fund balance) of the Borough.,

Litigation
The Borough Attorney's representation has revealed that no material
contingencies exist for litigation in which the Borough is involved.
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Note 16.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

LENGTH OF SERVICE AWARDS PROGRAM (LOSAP)

A. Volunteer Fire Department

The Borough of Freehold Length of Service Award Program (the Plan) was created
by a Borough Ordinance adopted on August 4, 2003 pursuant to P.L. 1997, c. 388 of
the State of New Jersey and Code Section 457 of the Internal Revenue Code of 1986,
as amended, except for provisions added by reason of the LOSAP as enacted into
federal law in 1997. The voters of the Borough of Freehold approved the adoption of
the Plan at the general election held on November 4, 2003.

The first year of eligibility for entrance into the Plan was calendar year 2004. The tax
deferred income benefits for the Volunteer Fire Department come from contributions
made solely by the Borough on behalf of those volunteers who meet the criteria of the
plan created by the governing body.

If an active member meets the year of active service requirements, a LOSAP must
provide a benefit contribution of $1,150.00 per year in accordance with the Borough
Ordinance adopted on August 4, 2003 as amended.

The Borough of Freehold contributed $78,200.00 and $78,200.00 during 2016 and
2015, respectively for each eligible volunteer fire department member in the Plan.

In accordance with the amendments to Section 457 of the Internal Revenue Service
Code and the State Deferred Revenue Regulations, the Borough has placed the
amounts deferred, including earnings, in a trust for the exclusive benefit of the plan
participants and their beneficiaries. All earnings, dividends and other distributions of
the account shall be automatically reinvested.

B. Freehold First Aid and Emergency Squad

The Length of Service Award Program (the Plan) was created by a Borough
Ordinance adopted on August 16, 2004 pursuant to P.L. 1997, c. 388 of the State of
New Jersey and Code Section 457 of the Internal Revenue Code of 1986, as
amended, except for provisions added by reason of the LOSAP as enacted into federal
law in 1997. The LOSAP is administered by the Borough of Freehold as the lead
agency through an interlocal service agreement with the Township of Freehold. The
voters of the Borough of Freehold and Township of Freehold approved the adoption
of the Plan at the general election held on November 2, 2004. The Borough of
Freehold is responsible for thirty-five percent (35%) and the Township of Freehold is
responsible for sixty-five (65%) of the total contribution.
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Note 16.

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

LENGTH OF SERVICE AWARDS PROGRAM (LOSAP) (CONTINUED)

B. Frechold First Aid and Emergency Squad(continued)

The first year of eligibility for entrance into the Plan was calendar year 2005. The tax
deferred income benefits for the Volunteer Fire Department come from contributions
made solely by the Borough on behalf of those volunteers who meet the criteria of the
plan created by the governing body.

If an active member meets the year of active service requirements, a LOSAP must
provide a benefit contribution of $1,150.00 per year in accordance with the Borough
Ordinance adopted on August 16, 2004.

The Borough of Freehold contributed $0.00 and $10,465.00 during 2016 and 2015,
respectively for each eligible volunteer member in the Plan. 2016 amount not
available.

In accordance with the amendments to Section 457 of the Internal Revenue Service
Code and the State Deferred Revenue Regulations, the Borough has placed the
amounts deferred, including earnings, in a trust for the exclusive benefit of the plan
participants and their beneficiaries. All earnings, dividends and other distributions of
the account shall be automatically reinvested.

Vesting and Benefits

A volunteer is eligible to receive a distribution of funds upon completing 5 (five)
cumulative years as an active member of the volunteer organization. Certain
restrictions and tax implications may result in the event of a withdrawal of funds from
the Plan.

If a volunteer member does not vest and terminates their association with the
respective volunteer organization, the funds are returned to the sponsoring agency’s

surplus.

Reporting Requirements

The New Jersey Administrative Code N.J.A.C. 5:30-14.49 requires that the Borough
have performed a separate review report of the plan in accordance with the American
Institute of Certified Public Accountants (AICPA) Statements on Standards for
Accounting and Auditing Review Services.
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NOTE 17:

BOROUGH OF FREEHOLD
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2016 and 2015

SUBSEQUENT EVENTS

The Borough has evaluated subsequent events occurring after the financial
statement date through June 15, 2017 which is the date the financial statements
were available to be issued. Based upon this evaluation, the Borough has
determined that there are no subsequent events needed to be disclosed.
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Exhibit B-1

BOROUGH OF FREEHOLD Sheet 1 of 2
CURRENT FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE -
STATUTORY BASIS
AS OF DECEMBER 31, 2016 AND 2015

Balance Balance
December 31, December 31,
2016 2015
ASSETS
Cash and Cash Equivalents $ 4,821,585.88 $ 4,653,156.85
Receivables and Other Assets with Full Reserves:
Delinquent Property Taxes 753,216.84 516,772.84
Tax Title Liens Receivable 76,304.12 58,773.29
Property Acquired for Taxes - Assessed Valuation 156,300.00 156,300.00
Other Accounts Receivable:
Revenue Accounts Receivable 37,533.76 43,303.50
Other Municipal Liens and Charges Receivable 15,782.87 15,782.87
interfunds Receivable 32,148.51 53,813.20
Deferred Charges:
Special Emergency Authorizations (N.J.S. 40A:4-53 & 4-54):
July 28, 2012 Supercell Storm 20,000.00 40,000.00
Complete Revaluation 120,000.00 180,000.00
Preparation of Master Plan 52,000.00 65,000.00
Total Current Fund $ 6,084,871.98 $ 5,782,902.55
Federal and State Grant Fund:
Federal and State Grants Receivable $ 135,691.81 $ 113,011.24
Interfund Receivable 86,607.44 74,109.06
Total Federal and State Grant Fund $ 222,299.25 $ 187,120.30
Total Assets $ 6,307,171.23 $ 5,970,022.85
LIABILITIES, RESERVES AND
FUND BALANCE
Current Fund:
Liabilities
Appropriation Reserves $ 1,455,107.32 $ 1,257,956.97
Due State of New Jersey Per Ch. 20, P.L. 1971 1,880.48 2,611.31
Prepaid Taxes 225,514.30 173,395.36
Tax Overpayments 90,397.57 95,067.64
Due County for Added Taxes 3,168.41 4.917.97
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Exhibit B-1

BOROUGH OF FREEHOLD Sheet 2 of 2

CURRENT FUND

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE -

STATUTORY BASIS

AS OF DECEMBER 31, 2016 AND 2015

Balance Balance
December 31, December 31,
2016 2015
LIABILITIES, RESERVES AND
FUND BALANCE (CONTINUED)
Current Fund (Continued):
Liabilities (Continued):
Reserve for State Library Aid $ 7,531.64 6,414.68
Prepaid Licenses, Fees and Permits 87,640.00 84,881.00
Reserve for State Tax Appeals 147,303.23 202,491.71
Intergovernmental Payable 3,110.00 3,077.00
Reserve for Encumbrances 445 954.03 710,615.84
Accounts Payable 53,641.15 1,150.00
Contracts Payable 43,520.80 41,900.00
Reserve for Master Plan 35,750.00 35,750.00
Reserve for Supercell Storm Expenditures 5,850.00 5,850.00
Reserve for Hurricane Sandy Expenditures 639.59 639.59
Reserve for Revaluation Program 7,517.44 7,517.44
Interfunds Payable 86,607.44 74,109.06
Regional High School Tax Payable 116,059.00
Special Emergency Note Payable 192,000.00 285,000.00
$ 3,009,192.40 2,994,245 57
Reserve for Receivables and Other Assets 1,071,286.10 844,745.70
Fund Balance 2,004,393.48 1,943,911.28
Total Current Fund $ 6,084,871.98 5,782,902.55
Federal and State Grant Fund:
Reserve for Federal and State Grants:
Appropriated $ 178,774.25 183,928.92
Unappropriated 43,525.00 3,191.38
Total Federal and State Grant Fund $ 222,299.25 187,120.30
Total Liabilities, Reserves and Fund Balance $ 6,307,171.23 5,970,022.85
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BOROUGH OF FREEHOLD

CURRENT FUND

Exhibit B-2
Sheet 1 of 3

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE -

STATUTORY BASIS

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

Revenues and Other Income Realized:
Fund Balance Utilized
Miscellaneous Revenues Anticipated
State Aid
Federal and State Grants
Receipts from Delinquent Taxes
Amount to be Raised by Taxation for Support of
Municipal Budget:
Local Tax for Municipal Purposes
Minimum Library Tax
Non-Budget Revenues
Other Credits to Income:
Unexpended Balance of Appropriation Reserves
and Encumbrances
Prior Year Accounts Payable Cancelled
Current Budget Appropriations Canceled
State Grant Appropriated Reserve Canceled
Prior Year Interfunds Liquidated
Taxes Allocated to School, County and
Special District

Total Income

Expenditures:
Budget and Emergency Appropriations:
Within "CAPS":

General Government
Land Use Administration/Historic Preservation
Code Enforcement/Uniform Construction Code
Insurance
Public Safety
Public Works
Health and Human Services
Parks and Recreation
Utility Expense and Bulk Purchases
Landfill/Solid Waste Disposal
Contingent
Municipal Court
Statutory Expenditures
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2016

$ 1,425244.00

2,5690,652.36
1,250,916.00
147,726.61
494,461.28

9,709,689.23
328,768.00
206,689.07

1,064,703.24
9,929.20
3.23
9,197.64
6,977.68

17,501,119.16

$ 34,746,076.70

$ 890,850.00
17,600.00
352,520.00
2,181,376.00
4,225,175.00
1,493,580.00
16,080.00
94,000.00
489,500.00
457,252.00
2,000.00
321,475.00
1,169,029.00

2015

$ 1,357,236.96

2,809,177.09
1,250,916.00
165,674.58
588,735.61

9,673,213.20
317,281.46
202,183.58

920,668.48
4,804.30
14.36
5,103.39
7,700.57

16,611,920.39

$ 33,804,629.97

$ 878,198.00
82,600.00
366,770.00
2,081,319.00
4,080,752.00
1,467,080.00
15,950.00
80,000.00
453,210.00
472,652.00
2,000.00
315,975.00
1,130,372.00



Exhibit B-2

BOROUGH OF FREEHOLD Sheet 2 of 3
CURRENT FUND
COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE -
STATUTORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

2016 2015
Expenditures (Continued):
Budget and Emergency Appropriations (Continued):
Excluded from "CAPS":
Library $ 348,762.00 $ 345,062.00
Insurance and Pensions 167,127.00 193,286.00
Landfill/Solid Waste Disposal 99,768.00 99,768.00
Due to Local and Regional School Districts -
Business Personal Property Adjustment 90,688.00 104,213.00
Interlocal Service Agreements 414 ,680.00 412,560.00
State and Federal Grants 442,866.61 428,177.58
Capital Improvements . 85,000.00 85,000.00
Municipal Debt Service 1,478,970.00 1,673,220.00
Deferred Charges 93,000.00 115,000.00
Reserve for Uncollected Taxes 789,547 .46 804,478.98
County Taxes 2,679,948.75 2,700,035.42
Due to County for Added and Omitted Taxes 3,168.41 4,917.97
Regional High School and Local District School
Taxes 14,573,002.00 13,774,101.69
Special District Taxes 245,000.00 245,000.00
Interfund Advanced 14,703.52
Federal and State Grant Receivables Canceled 5,5675.00 11,220.15
Refund of Prior Year Revenue 29,987.66
Prior Year Senior Citizen Deductions
Disallowed by Collector 2,822.61 4,007.53
Total Expenditures $ 33,260,350.50 $ 32,441,629.84
Excess in Revenue over Expenditures $ 1,485,726.20 $ 1,363,000.13
Adjustment to Income Before Fund Balance:
Expenditures Included above which are by
Statute Deferred Charges to Budget of
Succeeding Years 65,000.00
Excess in Revenues over Expenditures $ 1,485,726.20 $ 1,428,000.13
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BOROUGH OF FREEHOLD

CURRENT FUND

Exhibit B-2
Sheet 3 of 3

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE -

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

STATUTORY BASIS

Statutory Excess to Fund Balance

Fund Balance, January 1

Decreased by:
Utilized as Anticipated Revenue

Fund Balance, December 31
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2016

1,485,726.20

1,943,911.28

3,429,637.48

1,425,244.00

2015

1,428,000.13

1,873,148.11

2,004,393.48

3,301,148.24

1,357,236.96

1,943,911.28




Surplus Anticipated $

Miscellaneous Revenues:
Licenses:
Alcoholic Beverages $
Other
Fees and Permits:
Other
Construction Code Official Fees
Fines and Costs:
Municipal Court
Interest and Costs on Taxes
Parking Meters
Anticipated Utility Operating Surplus

State Aid Without Offsetting Appropriations:
Consolidated Municipal Property Tax Relief Aid $
Energy Receipts Tax

$
Special ltems of Revenue with Prior Consent of the
Director - Interfocal Municipal Service Agreements
Offset with Appropriations:
Certified Public Works Manager - Englishtown $
Plan Review - Freehold Township
$

Special ltems of Revenue Offset with Appropriations:
Drunk Driving Enforcement Fund
Clean Communities Program $
State of New Jersey:
Safe and Secure Communities Program
Body Armor Replacement Fund
Recycling Tonnage Grant
United States Department of Justice:
Bulletproof Vest Program
Drive Sober or Get Pulled Over - Holiday Crackdown
Federal - DEA Funds
CSIP-Reforestation/Tree Planting Grant
Contribution from Private Sources:
Police Department - Community Policing

Sheet 1 of 2
BOROUGH OF FREEHOLD
CURRENT FUND
STATEMENT OF REVENUES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2016
Special Excess
N.J.S. or
Budget 40A:4-87 Realized (Deficit)
1,425,244.00 $ 1,425,244.00
20,000.00 $ 23,514.00 3,514.00
46,137.00 59,252.66 13,115.66
250,000.00 328,578.27 78,578.27
180,000.00 210,529.00 30,529.00
447,000.00 512,411.90 65,411.90
109,500.00 120,789.51 11,289.51
30,000.00 33,756.00 3,756.00
500,000.00 500,000.00
1,582,637.00 $ 1,788,831.34 206,194.34
184,367.00 $ 184,367.00
1,066,549.00 1,066,549.00
1,250,916.00 $ 1,250,916.00
7,120.00 $ 11,935.00 4,815.00
24,500.00 38,600.00 14,100.00
31,620.00 $ 50,535.00 18,915.00
$ 2,857.72 $ 2,857.72
23,118.11 23,118.11
60,000.00 60,000.00
2,825.76 2,825.76
18,181.07 18,181.07
1,652.57 1,6562.57
5,000.00 5,000.00
491.38 491.38
30,000.00 30,000.00
3,600.00 3,600.00
108,443.13 $ 39,283.48 $ 147,726.61

Exhibit B-3
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Sheet 2 of 2
BOROUGH OF FREEHOLD
CURRENT FUND
STATEMENT OF REVENUES - STATUTORY BASIS
YEAR ENDED DECEMBER 31, 2016
Special Excess
N.J.S. or
Budget 40A:4-87 Realized {Deficit)
Special ltems of Revenue with Prior Consent of the Director:
Uniform Fire Safety Act $ 23,000.00 $ 32,019.12 $ 9,019.12
Reserve for Payment of Bonds 31,750.00 31,750.00
Reserve for Payment of Notes 4,400.00 4,400.00
General Capital Fund Balance 100,000.00 100,000.00
Payment in Lieu of Taxes:
Senior Citizen Housing 220,000.00 220,000.00
Mechanic Street Urban Renewal Project 90,000.00 82,278.00 (7,722.00)
Rug Mili Families and Seniors Redevelopment 120,000.00 140,395.04 20,395.04
Cable Television Franchise Fees 139,000.00 140,443.86 1,443.86
3 728,150.00 $  751,286.02 $  23,136.02
Total Miscellaneous Revenues $ 3,701,766.13 $ 39,283.48 $ 3,989,294.97 $ 248,245.36
Receipts from Delinquent Taxes $ 520,000.00 $  494,461.28 $  (25,538.72)
Amount to be Raised by Taxes for Support of
Municipal Budget:
Local Tax for Municipal Purposes $ 9,705,784.46 $ 9,709,689.23 $ 3,904.77
Minimum Library Tax 328,768.00 328,768.00
Total Amount to be Raised by Taxes for
Support of Municipal Budget $ 10,034,552.46 $ 10,038,457.23 $ 3,904.77
Budget Totals $ 15,681,562.59 $ 39,283.48 $ 15,947,457.48 $ 226,611.41
Non-Budget Revenue 206,689.07 206,689.07
$ 15,681,562.59 $ 39,283.48 $ 16,154,146.55 $ 433,300.48

Analysis of Realized Revenues:
Allocation of Current Tax Collection:
Revenue from Collections
Aliocated to:
Local District School Tax
Regional High School Tax
County Taxes
Special Improvement District Tax

Balance for Support of Municipal Budget

Exhibit B-3

$ 11,287,880.00
3,285,122.00
2,683,117.16

245,000.00

Add: Appropriation "Reserve for Uncollected Taxes"

Amount for Support of Municipal Budget Appropriations

272

$ 26,750,028.93

17,501,119.16

$ 9,248,909.77

789,647.46

$_10,038,457.23
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Exhibit B-5
Sheet 2 of 2
BOROUGH OF FREEHOLD

CURRENT FUND
SCHEDULE OF TAXES RECEIVABLE AND ANALYSIS OF PROPERTY TAX LEVY

ANALSYIS OF 2016 PROPERTY TAX LEVY

Tax Yield:
General Purpose Tax $ 27,288,778.27
Added Taxes (54:4-63.1 et. seq.) 32,020.53
Special Improvement District 244,106.71
$ 27,564,905.51
TAX LEVY
Local District School Tax $ 11,287,880.00
Regional High School Tax 3,285,122.00
County Taxes:
County Tax $ 2,534,302.55
County Open Space Fund 145,646.20
Due County for Added Taxes 3,168.41
Total County Taxes 2,683,117.16
Special Improvement District 245,000.00
Local Tax for Municipal Purpose $ 9,705,784.46
Minimum Library Tax 328,768.00
Add: Additional Tax Levied 29,233.89
Local Tax for Municipal Purposes Levied 10,063,786.35

$ 27,564,905.51
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Exhibit B-6
BOROUGH OF FREEHOLD
CURRENT FUND
STATEMENT OF TAX TITLE LIENS RECEIVABLE

BALANCE DECEMBER 31, 2015 $ 58,773.29
INCREASED BY

Transfers from Taxes Receivable $ 15,353.05

interest and Costs 656.85

Prior Year Adjustment 1,520.93 17,530.83
BALANCE, DECEMBER 31, 2016 $ 76,304.12
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BOROUGH OF FREEHOLD

TRUST FUND
STATEMENT OF RESERVE FOR ANIMAL CONTROL EXPENDITURES

BALANCE, DECEMBER 31, 2015

INCREASED BY
Dog License Fees Collected
Cat License Fees Collected
Miscellaneous Dog License Receipts

DECREASED BY
Expenditures Under R.S. 4:19-15.11
Excess Transferred to Current Fund

BALANCE, DECEMBER 31, 2016

Detail:
Reserve for Dog Expenditures
Reserve for Cat Expenditures

LICENSES AND PENALTY FEES COLLECTED

Year

2014
2015

AUDITOR'S NOTE

R.S. 4:19-15.11

$

$

3,971.00
480.00
848.00

8,439.10

Exhibit C-2

7,987.50

5,299.00

3,916.50
4,704.20

13,286.50

8,439.10

4,847.40

4.847.40
None

4,847.40

8,620.70

"There shall be transferred from such special account to the general funds of the Municipality any
amounts then in such account which is in excess of the total amount paid into such special account

during the last two fiscal years next preceding.”
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Exhibit C-4
BOROUGH OF FREEHOLD
TRUST OTHER FUND
STATEMENT OF RESERVE FOR NEW JERSEY UNEMPLOYMENT
COMPENSATION INSURANCE

BALANCE, DECEMBER 31, 2015 $ 216,270.96
INCREASED BY

Employee Contributions $ 19,642.89

Interest Earned on Investments and Deposits 547.23 20,190.12

$ 236,461.08

DECREASED BY
Unemployment Compensation Claims Paid 28,079.29

BALANCE, DECEMBER 31, 2016 $ 208,381.79
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Exhibit C-5

BOROUGH OF FREEHOLD

LOSAP TRUST FUND

STATEMENT OF RESERVE FOR INVESTMENT IN LOSAP -

VOLUNTEER FIRE DEPARTMENT

BALANCE, DECEMBER 31, 2015

INCREASED BY
Municipal Contribution
Earnings on Investments

DECREASED BY
Administrative Charges and Withdrawals

BALANCE, DECEMBER 31, 2016

(UNAUDITED)

$ 1,077,582.00

$ 80,500.00
71,122.06 151,622.06

$ 1,229,204.06

108,028.67

$ 1,121,175.39

BALANCE, DECEMBER 31, 2015

INCREASED BY
Municipal Contributions
Earnings on Investments

DECREASED BY
Administrative Charges and Withdrawals

Exhibit C-6
BOROUGH OF FREEHOLD
LOSAP TRUST FUND
STATEMENT OF RESERVE FOR INVESTMENT IN LOSAP -
FREEHOLD FIRST AID & EMERGENCY SQUAD
(UNAUDITED)
$ 259,445.35
$ 18,400.00
15,644.13 34,044.13
$ 293,489.48
2,483.21
$  291,006.27

BALANCE, DECEMBER 31, 2016
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GENERAL CAPITAL FUND




BOROUGH OF FREEHOLD

GENERAL CAPITAL FUND

Exhibit D-1
Sheet 1 of 2

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMBER 31, 2016 AND 2015

ASSETS

Cash and Cash Equivalents
Investments
Deferred Charges to Future Taxation:
Funded
Unfunded
Due from County of Monmouth
D.O.T. Grant Receivable
Mortgage Sales Receivable
Miscellaneous Accounts Receivable

LIABILITIES, RESERVES AND
FUND BALANCE

Serial Bonds
Bond Anticipation Notes

Other Liabilities and Reserves:
Capital Improvement Fund
Reserve for Encumbrances
Contracts Payable/Retained Percentage
Reserve for Payment of Bonds
Reserve for Payment of Notes
Reserve for RCA Funds
Accounts Payable
Reserve for Mortgage Sales Receivable
Reserve for Miscellaneous Accounts Receivable
Reserve for Parking Improvements

-101-

Balance
December 31,
2016

$ 2,721,500.60
192,000.00

363,000.00
8,825,900.00
135,000.00
670,015.50
162,866.75
4,427.66

Balance
December 31,
2015

$  2,929,440.15
285,000.00

1,183,000.00
8,433,400.00
135,000.00
570,015.50
196,960.20
7,808.05

$ 13,074,710.51

$ 13,740,623.90

$ 363,000.00

$ 1,183,000.00

$ 7,947,000.00

$  7,499,000.00

$ 1568,331.19
793,202.60
142,971.12

34,456.35
3,453.43
776,224.86
725.50
130,734.75
4,427.66
1,700.00

$ 118,331.19
156,328.18
706,110.73

32,112.90
4,473.04
754,641.86
725.50
164,828.20
7,808.05
1,700.00

$  2,046,227.46

$ 1,947,059.65




Exhibit D-1

BOROUGH OF FREEHOLD Sheet 2 of 2
GENERAL CAPITAL FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2016 AND 2015
Balance Balance
December 31, December 31,
2016 2015
LIABILITIES, RESERVES AND
FUND BALANCE (CONTINUED)
Improvement Authorizations:
Funded $ 890,420.26 $ 948,257.28
Unfunded 1,685,928.71 2,021,977.56
$ 2,576,348.97 $ 2,970,234.84
Interfunds Payable $ 32,132.00 $ 32,333.70
Fund Balance $ 110,002.08 $ 108,995.71
Total Liabilities, Reserves and Fund Balance $ 13,074,710.51 $ 13,740,623.90

There were $878,900.00 of Bonds and Notes Authorized and Not Issued at December 31, 2016.
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WATER-SEWER UTILITY OPERATING FUND




Exhibit E-1

BOROUGH OF FREEHOLD
WATER-SEWER UTILITY OPERATING FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2016 AND 2015

Balance Balance
December 31, December 31,
2016 2015
ASSETS
Operating Fund:
Cash and Cash Equivalents $ 1,122,935.36 $ 1,000,770.51
Consumer Accounts Receivable 332,665.16 404,572.15
Consumer Liens Receivable 392.66
Interfund Receivable 347 .95
Inventory 46,642.71 8,525.52
$ 1,502,243.23 $ 1,414608.79
LIABILITIES, RESERVES AND
FUND BALANCE
Operating Fund:
Liabilities:
Appropriation Reserves $ 623,914.00 $ 382,198.99
Other Liabilities and Reserves:
Reserve for Encumbrances 3 112,159.51 $ 125,483.43
Accounts Payable 2,992.67
Consumer Overpayments 14,511.85 17,955.58
Accrued Interest on Bonds and Notes 13,899.58 9,607.02
Interfund Payable 14,703.52
$ 143,563.61 3 167,749.55
Reserve for Receivables and Inventory $ 379,307.87 $ 413,490.33
Fund Balance 355,457.75 451,169.92
Total Liabilities, Reserves and Fund Balance $ 1,502,243.23 $ 1,414,608.79
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Exhibit E-2

BOROUGH OF FREEHOLD
WATER-SEWER UTILITY OPERATING FUND
COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN
OPERATING FUND BALANCE - STATUTORY BASIS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

2016 2015
Revenue and Other Income Realized:
Operating Fund Balance Appropriated 450,000.00 255,213.00
Rents 5,431,509.03 5,418,451.89
Miscellaneous 78,290.74 88,240.84
Water-Sewer Utility Capital Fund Balance 75,000.00
Other Credits to Income:
Unexpended Balance of Appropriation Reserves 349,207.66 726,771.98
Reserve for Encumbrances Canceled 1,280.40 3,234.68
Total Income 6,385,287.83 6,491,912.39
Expenditures:
Operating 4,825,368.00 5,005,000.00
Capital Improvements 100,000.00
Debt Service 400,208.00 335,968.00
Deferred Charges and Statutory Expenditures 205,424.00 209,631.00
Surplus (General Budget) 500,000.00 500,000.00
Total Expenditures 6,031,000.00 6,050,599.00
Excess/{Deficit) in Revenue 354,287.83 441,313.39
Statutory Excess to Fund Balance 354,287.83 441,313.39
Fund Balance, January 1 451,169,92 265,069.53
805,457.75 706,382.92
Decreased by
Utilized by Water-Sewer Utility Operating Budget 450,000.00 255,213.00
450,000.00 255,213.00
Fund Balance, December 31 355,457.75 451,169.92
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BOROUGH OF FREEHOLD

WATER-SEWER UTILITY OPERATING FUND

STATEMENT OF REVENUES - STATUTORY BASIS

YEAR ENDED DECEMBER 31, 2016

Fund Balance Appropriated

Rents and Other Charges

Miscellaneous

Water-Sewer Utility Capital Fund Balance

ANALYSIS OF REALIZED REVENUES
Rents:
Consumer Accounts Receivable:
Receipts
Overpayments Applied

Miscellaneous:
Interest on Delinquent Accounts
Repairs and Installations
Returned Check Fees
Temporary Water Usage Fees
Special Reading Fees
Meter Testing
Disconnection/Reconnection Fees
Interest on Investments

Anticipated

$ 450,000.00
5,418,000.00
88,000.00
75,000.00

Realized

$ 450,000.00
5,431,509.03
78,290.74
75,000.00

$ 6,031,000.00

$ 6,034,799.77

$ 5413,553.45
17,955.58

$ 5,431,509.03
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$ 34,058.73
11,150.00
320.00
4,500.00
5,775.00

75.00

9,160.00

12,352.01

$ 78,290.74

$

$

Exhibit E-3

Excess/

(Deficit)

13,509.03
(9,709.26)

3,799.77
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Exhibit E-5

BOROUGH OF FREEHOLD
WATER-SEWER UTILITY OPERATING FUND
STATEMENT OF CONSUMER ACCOUNTS RECEIVABLE

BALANCE, DECEMBER 31, 2015 $ 404,572.15

INCREASED BY
Rents Charged in 2016 5,359,209.38

$ 5,763,781.53

DECREASED BY

Collections - Net $ 5,413,160.79
Overpayments Applied 17,955.58 5,431,116.37
BALANCE, DECEMBER 31, 2016 $ 332,665.16

Exhibit E-6
WATER-SEWER UTILITY OPERATING FUND
STATEMENT OF CONSUMER LIENS RECEIVABLE
BALANCE, DECEMBER 31, 2015 $ 392.66

DECREASED BY
Collections $ 302.66
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BOROUGH OF FREEHOLD

WATER-SEWER UTILITY OPERATING FUND

STATEMENT OF ACCRUED INTEREST ON BONDS AND NOTES

BALANCE, DECEMBER 31, 2015

INCREASED BY
Budget Appropriations:

Interest on Bonds $ 19,000.00

Interest on Notes 88,458.00
DECREASED BY

Disbursed
BALANCE, DECEMBER 31, 2016
ANALYSIS OF ACCRUAL
Amount
Outstanding
Date Interest December 31,
of Issue Rate 2016
Serial Bonds 8/1/2002 4.00% $ 99,000.00
11/1/2007 4,00% 176,000.00

Bond Anticipation Notes  12/2/2016 2.50% 4.187,000.00

Excess/(Shortage)

-121-

Accrual
Period

5 months
2 months

28 days

Exhibit E-8

$ 9,607.02
107,458.00
$ 117,065.02
103,165.44
$ 13,899.58
Accrual
$ 1,650.00
1,174.00
$__ 282400
$__ 814139
$_ 814130
$_ 293419

$ 13,899.58
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BOROUGH OF FREEHOLD

WATER-SEWER UTILITY CAPITAL FUND

Exhibit F-1

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES

AND FUND BALANCE - STATUTORY BASIS

AS OF DECEMBER 31, 2016 AND 2015

ASSETS
Cash and Cash Equivalents

Fixed Capital
Fixed Capital Authorized and Uncompleted

Total Assets

LIABILITIES, RESERVES AND
FUND BALANCE

Serial Bonds
Bond Anticipation Notes

Improvement Authorizations:
Funded
Unfunded

Capital Improvement Fund

Reserve for Encumbrances
Contracts/Retained Percentage Payable
Reserve for Manhole Rehabilitation
Reserve for Payment of Notes

Due to Water-Sewer Utility Operating Fund

-122-

$
$

$
$

$

Sheet 1 of 2
Balance Balance
December 31, December 31,
2016 2015
2,294,039.91 $ 3,440,504.68
10,338,995.35 $ 10,338,995.35
5,450,730.21 5,324,730.21
15,789,725.56 $ 15,663,725.56
18,083,765.47 $ 19,104,230.24

275,000.00

4,187,000.00

47,827.94
1,241,021.96

1,288,849.90

93,901.64
17,500.00
751,476.24
4,006.80
74.02

866,958.70

545,000.00

4,091,000.00

47,827.94
2,179,201.47

2,227,029.41

201.64
37,569.32
1,010,311.00
4,006.80
74.02
347.95

1,062,510.73




Exhibit F-1
BOROUGH OF FREEHOLD Sheet 2 of 2
WATER-SEWER UTILITY CAPITAL FUND
COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, RESERVES
AND FUND BALANCE - STATUTORY BASIS
AS OF DECEMBER 31, 2016 AND 2015

Balance Balance
December 31, December 31,
2016 2015

LIABILITIES, RESERVES AND
FUND BALANCE (CONTINUED)

Reserve for Amortization $ 10,924,819.37 $ 10,632,069.37
Deferred Reserve for Amortization $ 401,556.19 $ 395,256.19
Fund Balance $ 139,581.31 $ 161,364.54

Total Liabilities, Reserves and Fund Balance $ 18,083,765.47 $ 19,104,230.24

There were Bonds and Notes Authorized and Not Issued of $1,350.00 at December 31, 2016.
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GENERAL FIXED ASSETS ACCOUNT GROUP




Exhibit G-1

BOROUGH OF FREEHOLD
GENERAL FIXED ASSETS ACCOUNT GROUP
COMPARATIVE STATEMENT OF GENERAL FIXED ASSETS

Balance Balance
December 31, December 31,
2016 2015
General Fixed Assets:
Land $ 4,420,700.00 $ 4,420,700.00
Buildings 2,290,300.00 2,290,300.00
Equipment 7,321,084.86 7,546,263.32

$ 14,032,084.86 $ 14,257,263.32

investment in General Fixed Assets $ 14,032,084.86 $ 14,257,263.32
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FOR THE LAST TEN (10) FISCAL YEARS

BOROUGH OF FREEHOLD

PROPERTY TAX RATES

PER $100 OF ASSESSED VALUATION

Regional
Local High
Year Borough County School School Total
2016 0.976 0.261 1.098 0.320 2.655
2015 0.944 0.263 1.032 0.295 2.534
2014 0.906 0.269 0.933 0.311 2.419
2013 0.883 0.277 0.862 0.321 2.343
2012 0.850 0.293 0.842 0.341 2.326
2011 0.822 0.300 0.810 0.378 2.310
2010 0.791 0.283 0.796 0.376 2.246
2009 0.756 0.289 0.780 0.382 2.207
2008 0.718 0.278 0.756 0.375 2127
2007 0.659 0.277 0.736 0.368 2.040

R = Revaluation

Source: Tax Collector.
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Collection

_Rates

Current
97.04%
97.81%
97.57%
96.93%
97.10%
97.63%
97.58%
97.93%
98.03%

98.56%

Exhibit H-4

Total
Delinquent
Taxes as

Percent

of Levy

3.15%
2.18%
2.46%
2.63%
2.57%
2.20%
2.39%
1.95%
1.91%

1.33%



Year Ended
December 31,

2016
2015
2014
2013
2012
2011
2010
2009
2008

2007

BOROUGH OF FREEHOLD

MUNICIPAL PROPERTY TAX LEVIES AND COLLECTIONS

FOR THE LAST TEN (10) FISCAL YEARS

Total
Tax Levy

$ 27,564,905.51

26,373,749.98
25,699,245.09
25,187,171.19
25,088,345.58
25,178,131.04
24,511,865.07
24,069,140.26
23,236,125.89

22,313,025.47
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Current Tax
Collections

$ 26,750,028.93

25,797,936.07
25,076,602.83
24,415,920.83
24,363,083.32
24,582,099.92
23,918,981.80
23,572,142.84
22,780,508.89

21,992,754.72

Exhibit H-5

Percentage

of Collections

97.04%

97.81%

97.57%

96.93%

97.10%

97.63%

97.58%

97.93%

98.03%

98.56%




Year Ended

December 31,

2016
2015
2014
2013
2012
2011
2010
2009
2008

2007

BOROUGH OF FREEHOLD

DELINQUENT TAXES AND TAX TITLE LIENS

FOR THE LAST TEN (10) FISCAL YEARS

Amount of

Tax Title Liens

$ 76,304.12

58,773.29
50,803.98
43,178.18
35,783.65
25,865.32
25,187.62

8,850.23
3,934.37

3,934.37

Amount of
Delinquent

Taxes

$ 753,216.84

516,772.84
585,195.88
622,234.37
611,242.61
529,002.01
561,462.57
460,867.97
440,875.17

292,942.11
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Total
Delinquent

$ 829,520.96

575,546.13
635,999.86
665,412.55
647,026.26
5564,957.33
586,650.19
469,718.20
444 ,809.54

296,876.48
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Percentage
of Tax Levy

3.01%
2.18%
2.46%
2.63%
2.57%
2.20%
2.39%
1.95%
1.91%

1.33%



BOROUGH OF FREEHOLD

Exhibit H-7

ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY

Year Ended
December 31,

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

Source: Table of Equalized Valuations, State of New Jersey, Division of Taxation.

FOR THE LAST TEN (10) FISCAL YEARS

Net
Assessed
Valuations

$ 1,027,825,600
1,029,213,400
1,050,551,700
1,062,376,800
1,066,853,700
1,068,316,500
1,068,553,500
1,062,221,100

1,069,679,000

1,071,145,000

Estimated

Full Cash

Valuations
$ 1,032,101,092
986,304,992
951,845,338
974,389,434
1,025,327,919
1,129,298,626
1,194,849,044
1,181,821,429

1,264,545,455

1,232,617,952
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Percentage of
Net Assessed
to Estimated
Full Cash
Valuations

99.81%

104.56%

110.37%

109.03%

104.05%

94.60%

89.43%

89.88%

84.59%

86.90%




SCHEDULE OF TEN LARGEST TAXPAYERS

BOROUGH OF FREEHOLD

Taxpavyer
Nestle USA
Freehold Racing Association
Bridge-Brookside, LLC
East Coast Post and Coach LLC
Park Plaza Shopping Center
Freefern Associates
18-20 East Main Street LLC
Spring Terrace Apartments
Chiu's Property Inc.
Bell Atlantic

(UNAUDITED)

Assessed
Value
2016

$ 23,674,400
21,225,300
15,076,000

6,760,000
5,412,400
5,330,000
4,295,700
3,575,000
2,631,000
2,600,000

$ 90,579,800
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As a Percent
of Net Assessed
Valuation Taxable

2.30%
2.07%
1.47%
0.66%
0.53%
0.52%
0.42%
0.35%
0.26%
0.25%

8.81%




Exhibit H-9
BOROUGH OF FREEHOLD
COMPUTATION OF LEGAL DEBT MARGIN
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2016

Equalized
Year Valuation Basis
2014 $ 951,845,338
2015 986,304,992
2016 1,032,101,092

$ 2,970,251422

Average Equalized Valuation $ 990,083,807
Borrowing Margin - 3%2% of Average Equalized Valuation $ 34,652,933.25
Net Debt 9,020,255.47
Remaining Borrowing Power $ 25632,677.78
Gross Net
Debt Deductions Debt

Municipal Debt - Borough of Freehold $ 15,737,922.26 $ 6,717,666.79 $ 9,020,255.47

Net Overlapping Debt Apportioned to the Municipality:
County of Monmouth (1) - (0.8620695%) 3,933,788.44

$  12,954,043.91

Source: (1) County of Monmouth
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Exhibit H-12

BOROUGH OF FREEHOLD
CALCULATION OF "SELF-LIQUIDATING PURPOSE" PER N.J.S. 40A:2-45
WATER-SEWER UTILITY OPERATING FUND

Cash Receipts from Fees, Rents or Other Charges $ 5,959,508.28
Deductions:
Operating and Maintenance Cost $ 5,130,792.00
Debt Service 400,208.00
Total Deductions 5,531,000.00
Excess in Revenues $ 428,508.28
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Exhibit H-13
BOROUGH OF FREEHOLD

DEMOGRAPHIC STATISTICS
FOR THE LAST TEN (10) FISCAL YEARS

UNAUDITED
Year Ended Unemployment Per Capita
December 31, Rate Income (1)

2016 4.1% N/A
2015 4.4% N/A
2014 5.3% $ 66,749.00
2013 6.9% 63,625.00
2012 7.6% 61,426.00
2011 6.2% 59,669.00
2010 5.8% 57,251.00
2009 11.7% 56,827.00
2008 6.9% 59,079.00
2007 5.4% 58,370.00

N/A = Not Available.

(1) County of Monmouth Per Capita Income
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BOROUGH OF FREEHOLD

MISCELLANEOUS STATISTICS

DECEMBER 31, 2016

Date of Incorporation
Form of Government
Area

Employees and Volunteers:
Administrative
Police
Public Works & Water-Sewer Department
Volunteer Firemen
Volunteer First Aid Squad
Other

Total Employees and Volunteers

Source: Borough Records.

(UNAUDITED)
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September 15, 1919
Borough

1.9 square miles

33
28
16
78
42
15

212
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AUDITOR’S COMMENTS




CONTRACTS AND AGREEMENTS REQUIRED TO BE
ADVERTISED FOR (N.J.S.A. 40A:11-4)

Every contract or agreement for the performance of any work or the furnishing or hiring
of any materials or supplies, the cost or the contract price whereof is to be paid with or out of
public funds, not included within the terms of Section 3 of this act, shall be made or awarded
only by the governing body of the contracting unit after public advertising for bids and bidding
therefore, except as is provided otherwise in this act or specifically by any other law. No work,
materials or supplies shall be undertaken, acquired or furnished for a sum exceeding in the
aggregate the amount set forth in or the amount calculated by the Governor pursuant to Section 3
of P.L. 1971 ¢.198 (C.40A:11-3), except by contract or agreement.

The bid threshold in accordance with N.J.S.A. 40A:11-4 is $17,500.00 or up to
$40,000.00 if the entity has a Qualified Purchasing Agent. The Borough has a Qualified
Purchasing Agent and has increased its bid threshold to $40,000.00.

The governing body of the Municipality has the responsibility of determining whether the
expenditures in any category will exceed $40,000.00 within the fiscal year. Where question
arises as to whether any contract or agreement might result in violation of the statute, the
Borough Attorney's opinion should be sought before a commitment is made.

The minutes indicate that bids were requested by public advertising for the following
items:
Refuse and Recycling Collection Services
Road Maintenance Materials
Tree Removal and Trimming
Street Improvements
Rescue Pumper
Water and Sewer Chemicals
Emergency Generators

Inasmuch as the system of records did not provide for an accumulation of payments for
categories for the performance of any work or the furnishing or hiring of any materials or
supplies, the results of such an accumulation could not reasonably be ascertained. Disbursements
were reviewed, however, to determine whether any clear cut violations existed.

Our examination of expenditures did not reveal any individual payments, contracts or
agreements in excess of $40,000.00 for the performance of any work or the furnishing or hiring
of any materials or supplies, other than those where bids had been previously sought by public
advertisement or where a resolution had been previously adopted under the provisions of
N.J.S.A. 40A:11-6.
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CONTRACTS AND AGREEMENTS REQUIRED TO BE
ADVERTISED FOR (N.J.S.A. 40A:11-4 (CONTINUED)

The minutes indicate that resolutions were adopted authorizing the awarding of contracts
or agreements for "Professional Services" as required by N.J.S.A. 40:11-14:

Borough Auditor
Bond Counsel
Engineering Services
Legal Services
Municipal Prosecutor
Public Defender

COLLECTION OF INTEREST ON DELINQUENT
TAXES AND ASSESSMENTS

The statute provides the method for authorizing interest and the maximum rate to be
charged for the non-payment of taxes or assessments on or before the date when they would
become delinquent.

The governing body on January 3, 2016 adopted a resolution authorizing interest to be
charged on delinquent taxes and assessments. Interest at the rate of 8% per annum shall be
charged on the first $1,500.00 of the delinquency, and 18% on any amount in excess of
$1,500.00. Further, an additional penalty of 6% shall be charged on any delinquency at December
31 that exceeds $10,000.00.

It appears from an examination of the Collector's records that interest was collected in
accordance with the foregoing resolution.

TAX TITLE LIENS

The last tax sale was held on November 9, 2016 and was complete.

An examination of the tax sale certificates revealed all certificates were on file and
available for audit.

The following is a comparison of the number of tax title liens receivable on December 31
of the last five years:

YEAR NUMBER
2016 5
2015 4
2014 4

It is essential to good management that all means provided by statute be utilized to
liquidate tax title liens in order to get such properties back on a tax paying basis.
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VERIFICATION OF DELINQUENT TAXES
AND OTHER CHARGES

A test verification of delinquent charges and current payments was made in accordance
with the regulations of the Division of Local Government Services, including the mailing of
verification notices as follows:

TYPE
Payments of 2016 Taxes 25
Payments of 2015 Taxes 25
Delinquent Taxes 15
Payment of Water/Sewer Utility Charges 25
Delinquent Water/Sewer Utility Charges 15

OTHER COMMENTS

Interfund Balances

Transactions invariably occur in one fund which require a corresponding entry to be made
in another fund, thus creating interfund balances. Reference to the various balance sheets show
the interfund balances remaining at year end. As a general rule all interfund balances should be
closed out as of the end of the year. It is the Borough's policy to review and liquidate all
interfund balances on a periodic basis,

Police Department

During the course of our audit it was noted that the Police department receipts were not
being deposited within 48 hours.

It was also noted that there were two special duty assignments for work performed
outside of the Borough that were not in compliance with the requirements of Ordinance #2000-
33. Further, the hourly rates charged for these assignments were not in conformity with the
approved rate structure of the Borough.
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RECOMMENDATIONS

That all Police department receipts be deposited within 48 hours per N.J.S.A. 40A:5-15.
That all special duty assignments performed outside the Borough be done in compliance with the

terms of Ordinance #2000-33 and that rates charged for these assignments conform with the
Borough’s approved rate structure.

-148-













